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AMERICAN  ECONOMIC  ASSOCIATION. 


The  American  Economic  Association  is  an  organiza¬ 
tion  composed  mainly  of  persons  interested  in  the  study 
of  political  economy  or  the  economic  phases  of  political 
and  social  questions.  As  may  be  seen  by  examining  the 
list  of  members  and  subscribers  printed  elsewhere  in 
this  Hand-Book,  all  universities  and  most  prominent  col¬ 
leges  in  the  country  are  represented  in  the  Association 
by  their  teachers  of  political  economy  and  related 
subjects.  A  large  number  of  members  also  are  drawn 
from  those  interested  as  business  men,  journalists,  lawyers 
or  politicians,  in  the  theories  of  political  economy  or, 
more  often,  in  their  applications  to  social  life.  There 
are  also  about  one  hundred  subscribers,  nearly  all  being 
large  libraries. 

The  geographical  distribution  of  its  members  and 
subscribers  is  indicated  by  the  following  list  of  states 
having  more  than  ten  of  these  in  the  Association  March 
1, 1897 : 


Number  | 

Slates.  of  I  States. 

members  j 


New  York . 148 

Massachusetts . 89 

Pennsylvania . 60 

Illinois  . 37 

Ohio . 32 

District  of  Columbia . 27 

Maryland . 25 

California .  .  2 . 21 


Connecticut 
Michigan  . 
Indiana .  . 
Missouri .  . 
Iowa  . 

New  Jersey 
Wisconsin . 


Number 

metbers 

.  .  19 

•  •  19 
.  .  14 

•  •  14 

•  •  13 

.  .  II 
.  .  II 


Total 


540 
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Rather  more  than  one-half  of  the  members  or  sub¬ 
scribers  are  located  in  some  one  of  the  twenty-eight 
cities  of  the  country  each  of  which  in  1890  had  over 
one  hundred  thousand  inhabitants  and  all  of  which  to¬ 
gether  included  not  quite  one-sixth  of  the  population  of 
the  country.  An  undetermined  number  of  the  remain¬ 
der  live  in  the  vicinity  of  these  large  cities.  The  fol¬ 
lowing  list  includes  all  cities  in  which  there  were  over 
ten  members  or  subscribers,  March  i,  1897 : 


New  York . 

....  93  Baltimore  .  .  . 

. 23 

Philadelphia .  .  . 

....  43  Chicago . 

. I8 

Boston . 

....  35  Brooklyn . 

. n 

Washington . 

...  27  BuiTalo . 

.  .  10 

260 

The  annual  meetings  of  the  Association  bring  together 
for  professional  and  social  intercourse  many  teachers 
and  public  men.  The  last  meeting  was  made  note¬ 
worthy  by  the  union  of  the  American  Historical  Asso¬ 
ciation  and  the  American  Economic  Association  in  joint 
sessions  and  in  less  formal  gatherings.  It  is  hoped  that 
this  custom  in  force  at  the  first  two  meetings  of  the 
Economic  Association  in  1885  and  1887,  may  be  con¬ 
tinued  another  year.  These  annual  meetings  contribute 
not  a  little  to  create  and  cement  acquaintanceship  and 
friendship  between  teachers  of  economics  and  cognate 
subjects  in  different  institutions,  and  so  to  counteract  any 
tendency  to  particularism  which  the  geographical  separa¬ 
tion  and  the  diverse  traditions  of  American  colleges 
might  be  deemed  to  foster. 

The  Association  publishes  one  series  bi-monthly  and 
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another  at  irregular  intervals,  only  the  former  being 
handled  by  the  Post  Office  authorities  at  second-class 
rates  of  postage.  The  bi-monthly  Studies  are  designed 
to  be  somewhat  more  popular  in  character  than  the 
Monographs  and  usually  are  much  briefer.  The  issue 
of  the  Monographs  is  dependent  upon  the  presentation 
of  suitable  manuscript  and  the  condition  of  the  treasury, 
but  enough  material  is  and  will  be  published  in  that 
manner  fully  to  justify  the  additional  price  of  subscrip¬ 
tion  for  all  the  publications  over  that  for  the  Studies 
alone.  With  the  appearance  in  December,  1897,  of  the 
last  Monograph,  a  pamphlet  of  four  hundred  pages  on 
the  Cotton  Industry,  a  new  series  was  begun,  no  longer 
divided  into  volumes  or  paged  consecutively,  but  each 
paged  and  indexed  by  itself. 

The  officers  of  the  Economic  Association  and  the  con¬ 
tributors  to  its  publications  receive  no  pay  for  their 
services,  and  thus  the  entire  receipts  of  the  Association 
are  expended  in  printing  and  circulating  its  publications 
and  in  the  slight  expenses  attendant  upon  the  annual 
meetings.  Thus  any  member  may  regard  his  annual 
dues  either  as  a  subscription  to  an  economic  publication, 
a  payment  for  membership  in  a  scientific  association,  or 
a  contribution  to  a  publication  fund  for  aiding  in  the 
publication  of  manuscript  that  might  not  be  accepted 
by  a  publishing  house  governed  primarily  by  motives 
of  profit,  and  that  often  could  not  be  published  by  the 
writer  without  his  incurring  too  heavy  a  burden  of 
expense. 


CONSTITUTION. 


ARTICLE  I. 

Name. 

This  Society  shall  be  known  as  the  American  Eco¬ 
nomic  Association. 

ARTICLE  11. 

Objects. 

1.  The  encouragement  of  economic  research,  espe¬ 
cially  the  historical  and  statistical  study  of  the  actual 
conditions  of  industrial  life. 

2.  The  publication  of  economic  monographs. 

3.  The  encouragement  of  perfect  freedom  of  economic 
discussion.  The  Association,  as  such,  will  take  no  par¬ 
tisan  attitude,  nor  will  it  commit  its  members  to  any 
position  on  practical  economic  questions. 

4.  The  establishment  of  a  bureau  of  information  de¬ 
signed  to  aid  members  in  their  economic  studies. 

ARTICLE  III. 

Membership. 

Any  person  may  become  a  member  of  this  Association 
by  paying  three  dollars,  and  after  the  first  year  may  con¬ 
tinue  a  member  by  paying  an  annual  fee  of  three  dollars. 
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On  payment  of  fifty  dollars  any  person  may  become  a 
life  member,  exempt  from  annual  diies.‘ 

ARTICLE  IV. 

Honorary  Members. 

The  Council  may  elect  foreign  economists  of  distinc¬ 
tion,  not  exceeding  twenty-five  in  number,  honorary 
members  of  the  Association.  Each  honorary  member 
shall  be  entitled  to  receive  all  reports  and  publications 
of  the  Association. 

ARTICLE  V. 

Officers. 

The  officers  of  the  society  shall  consist  of  a  President, 
three  Vice-Presidents,  a  Secretary,  a  Treasurer,  a  Publi¬ 
cation  Committee  and  a  Council. 

ARTICLE  VI. 

Council. 

1.  The  Council  shall  consist  of  an  indefinite  number 
of  members  of  the  society,  cho.sen,  with  the  exception  of 
the  original  members,  for  three  years.  It  shall  have 
power  to  fill  all  vacancies  in  its  membership,  and  may 
add  to  its  number. 

2.  It  shall  elect  the  President,  Vice-Presidents,  Sec¬ 
retary,  and  Treasurer,  which  officers,  with  the  Chairman 
of  the  Publication  Committee,  shall  constitute  an  Execu- 

*NoTE. — Each  uiemher  receives  all  reports  and  publications  of  the 
Association. 
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tive  Committee  with  such  power  as  the  Council  may 
entrust  to  it. 

3.  The  Council  shall  organize  itself  into  a  number 
of  standing  committees  upon  the  various  lines  of  research 
undertaken.  These  committees  shall  prepare  reports 
from  time  to  time  upon  such  subjects  relating  to  their 
respective  departments  as  they  may  select,  or  as  may  be 
referred  to  them  by  the  Council.  These  reports  shall  be 
presented  to  the  Council  at  its  regular  or  special  meet¬ 
ings  and  be  open  to  discussion.  All  papers  offered  to 
the  society  shall  be  referred  to  the  appropriate  commit¬ 
tees  before  being  read  in  the  Council. 

4.  The  Council  shall  have  charge  of  the  general  in¬ 
terests  of  the  society,  and  shall  have  power  to  call  meet¬ 
ings  and  determine  what  reports,  papers,  or  discussions 
are  to  be  printed,  and  may  adopt  any  rules  or  regulations 
for  the  conduct  of  its  business  not  inconsistent  with  this 
constitution. 

5.  The  Council  shall  elect  a  Committee  on  Publi- 
tions,  which  shall  consist  of  six  members,  so  classed 
that  after  the  first  election  the  term  of  two  members 
shall  expire  each  year.  This  committee  shall  have 
charge  of  and  responsibility  for  the  scientific  publica¬ 
tions  of  the  As.sociation. 

ARTICLE  VII. 

Amendments. 

Amendments,  after  having  been  approved  by  a  major¬ 
ity  of  the  Council,  may  be  adopted  by  a  majority  vote  of 
the  members  present  at  any  regular  meeting  of  the 
Association. 


BY-LAWS. 


1.  The  President  of  the  Association,  who  shall  be 
ex-officio  a  member  of  the  Council,  shall  preside  at  all 
meetings  of  the  Council  and  Association,  and  perform 
such  other  duties  as  may  be  assigned  to  him  by  the 
Council.  In  case  of  inability  to  peform  his  duties,  they 
shall  devolve  upon  the  Vice-Presidents  in  the  order  of 
their  election,  upon  the  Secretary  and  Treasurer,  and 
upon  the  Chairmen  of  the  Standing  Committees,  in  the 
order  in  which  the  committees  are  mentioned  in  the  list. 

2.  The  Secretary  shall  keep  the  records  of  the  Asso¬ 
ciation,  and  perform  such  other  duties  as  the  Council 
may  assign  to  him. 

3.  The  Treasurer  shall  receive  and  have  the  custody 
of  the  funds  of  the  Association,  subject  to  the  rules  of 
the  Council. 

4.  The  following  Standing  Committees  shall  be  or¬ 
ganized  : 

(1) .  On  Labor. 

(2) .  On  Transportation. 

(3) .  On  Trade. 

(4) .  On  Public  Finance. 

(5) .  On  Industrial  and  Technical  Education. 

(6) .  On  Exchange. 

(7) .  On  General  Questions  of  Economic  Theory. 

(8) .  On  Statistics. 

(9) .  On  Teaching  Political  Economy. 
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The  Executive  Committee  may  appoint  such  special 
committees  as  it  may  deem  best. 

5.  At  any  meeting  called  by  the  general  summons  of 
the  President,  five  members  shall  constitute  a  quorum. 

6.  Papers  offered  for  the  consideration  of  the  Council 
shall  be  referred  by  the  Secretary,  each  to  its  appropriate 
committee. 

7.  In  order  to  encourage  economic  research,  the 
Association  proposes  to  render  pecuniary  assistance  in 
the  prosecution  of  the  same,  and  to  offer  prizes  for  the 
best  monographs  upon  selected  topics.  It  stands  ready 
to  accept  and  administer  any  fund  placed  at  its  disposal 
for  either  purpose. 

8.  The  Executive  Committee  shall  have  power  at 
any  time  to  add  new  members  to  the  Council. 

9.  The  Executive  Committee  shall  assign  all  mem¬ 
bers  of  the  Council  to  one  of  the  Standing  Committees, 
and  shall  appoint  the  Chairmen  of  the  Committees. 

10.  It  shall  be  the  duty  of  the  Chairmen  of  the  re¬ 
spective  Committees  to  organize  and  direct  the  work  of 
the  same,  under  the  general  control  of  the  Council. 
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THE  TENTH  ANN  HAL  MEETING. 


The  Tenth  Annual  Meeting  of  the  American  Eco¬ 
nomic  Association  was  held  in  Cleveland,  Wednesday, 
Thursday  and  Friday  December  29-31,  1897.  The 
American  Historical  Association  met  on  Tuesday, 
Wednesday  and  Thursday  of  the  same  week  in  the  same 
city.  With  it  two  joint  sessions  were  held,  the  program 
for  the  second  being  arranged  by.  the  Economic  Associa¬ 
tion.  The  various  social  entertainments  of  the  week 
also  were  enjoyed  by  the  members  of  both  associations. 

On  Tuesday  evening  a  reception  was  given  by  Mr. 
James  H.  Wade  ;  Wednesday  noon  the  two  associations 
participated  in  a  lunch  at  the  Stillman  House,  and  in 
the  afternoon  they  were  entertained  at  a  tea  by  Mr.  and 
Mrs.  Harry  A.  Garfield.  Thursday’s  sessions  were  held 
in  the  Hatch  library  of  Adelbert  College,  and  a  lunch 
was  hospitably  provided  the  associations  in  the  college 
chapel.  On  Thursday  evening  the  association  was 
agreeably  entertained  by  Mr.  and  Mrs.  Samuel  Mather. 

The  program  of  the  meeting  suffered  from  the  un¬ 
expected  and  regrettable  absence  of  Secretary  Gage,  due 
to  the  unforeseen  pressure  of  his  official  duties  in 
Washington,  but  with  that  exception  it  was  carried  out 
substantially  as  planned. 

The  subjects, and  the  names  of  those  participating 
with  papers  or  by  discussion,  follow  : 
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PROGRAM. 

Wednesday,  December  29. 

Morning  Session,  10.30  a.  m. 

I.  Address  of  welcome,  by  the  First  Vice  President,  presiding. 

Professor  Franklin  H.  Giddings,  Columbia  University. 
II.  Discussion  :  The  Labor  Bureau  Investigation  of  the  Municipal 
Distribution  of  Water,  Gas  and  Electric  Light. 

By  Hon.  Carroll  D.  Wright,  Washington,  Elroy  M. 
Avery,  LL.D.,  Cleveland,  Professor  John  H.  Gray,  North¬ 
western  University,  and  Mr.  L.  E.  Holden,  Cleveland. 

Evening  Session,  8  p.  m. 

JOINT  SESSION  WITH  THE  AMERICAN  HISTORICAL  ASSOCIATION 
AND  UNDER  THEIR  MANAGEMENT. 

Thursday,  December  30. 

Morning  Session,  10  a.  m. 

JOINT  SESSION  WITH  THE  AMERICAN  HISTORICAL  ASSOCIATION. 

I.  Rate  Making  and  Taxation,  their  Resemblance  and  Difference. 
Paper  by  Profe.SSOR  Arthur  T.  Hadley,  Yale  University. 
Discu.ssion  participated  in  by  Dr.  Victor  Rosewater,  Mr. 
H.  T.  Newcomb,  Professors  F.  W.  Taussig,  T.  N.  Carver, 
and  A.  T.  Hadley. 

II.  Discussion  ;  The  Relation  of  the  Teaching  of  Economic  History, 

to  the  Teaching  of  Political  Econony. 

Led  by  Profe.ssors  Henry  B.  Gardner,  Brown  University, 
Henry  R.  Seager,  University  of  Pennsylvania,  and  GeorGB 
W.  Knight,  Ohio  State  University  ;  followed  by  Dr.  James 
ScHOULER,  Professors  J.  M.  Vincent,  F.  J.  Turner,  and  W. 
A.  Scott. 

Afternoon  Session,  3  p.  m. 

I.  Some  Results  of  an  Inquiry  on  Taxation  in  Massachusetts.  Pro¬ 
fessor  F.  W.  Taussig,  Harvard  University. 

H.  Discussion  :  Methods  of  Teaching  Economics. 

Led  by  Professors  Arthur  T.  Hadley,  Yale  University, 
Richmond  Mayo-Smith,  Columbia  University,  and  F.  M. 
Taylor,  University  of  Michigan ;  followed  by  Professors  F. 
W.  Taussig  and  F.  C.  Clark. 
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Friday,  December  31. 

Morning  Session,  10  a.  tn. 

I.  Discussion  :  The  Problem  of  the  Reform  of  the  Currency. 

Ivcd  by  Professor  F,  W.  Taussig,  Harvard  University,  and 
Horace  White,  New  York  City;  followed  by  Gen.  A.  J.  War¬ 
ner,  Mr.  White,  Dr.  R.  M.  Breckbnridge,  and  Mr.  A.  R. 
Foote. 

COUNCIL  MEETINGS. 

A  meeting  of  the  Council  was  held  at  the  Stillman 
House,  December  29,  1897,  with  Vice-President  Franklin 
H.  Giddings  in  the  chair.  The  report  of  the  Secretary 
was  presented  as  follows  and  ordered  placed  on  file  : 

REPORT  OF  THE  SECRETARY. 

The  Report  of  the  Secretary  is  supposed  to  present  a 
summary  of  the  work  of  the  Association  for  the  year. 
Interpreting  its  scope  in  this  way,  I  have  decided  to  in¬ 
clude  not  merely  a  presentation  of  the  general  work  of 
the  Secretary  and  of  the  Executive  Committee,  but  also 
a  statement  of  such  official  action  of  the  President  as  has 
been  taken  through  the  Secretary’s  office.  In  this  man¬ 
ner  the  report  aims  to  include  all  such  important  action 
of  the  Association  during  the  year  as  is  not  included  in 
the  reports  of  the  Treasurer  and  of  the  Publication  Com¬ 
mittee. 

The  only  important  action  of  the  President  known  to 
the  Secretary  has  been  taken  in  connection  with  the 
death  of  our  honored  first  President,  Francis  Amasa 
Walker,  A  telegraphic  invitation  to  send  a  delegation 
of  three  members  to  attend  the  funeral  services  was 
received  by  the  Secretary  and  transmitted  by  him  to 
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President  Adams,  who  appointed  through  the  Secretary 
three  representatives  and  alternates.  In  reply  to  the 
formal  invitation  a  letter  of  thanks  for  being  given  the 
opportunity  to  testify  our  regret  through  personal  repre¬ 
sentatives  was  also  sent  by  the  Secretary  to  the  Faculty 
of  the  Massachusetts  Institute  of  Technology.  In  Sep¬ 
tember  the  Association  was  invited  to  send  ten  delegates 
to  attend  the  memorial  exercises  held  in  Boston  by  the 
Faculty  and  Trustees.  As  our  President  was  then  in 
Europe,  the  Vice-Pre.sident,  Professor  Giddings,  named 
the  delegates,  and  five  representatives  were  present  on 
that  occasion.  The  Secretary  requests  the  Council  to 
consider  whether  it  desires  to  take  any  formal  action  re¬ 
garding  this  loss  we  have  sustained,  and  also  to  instruct 
him  whether  the  names  of  deceased  officers  or  members 
should  be  removed  from  the  published  roll. 

Since  the  la.st  meeting  of  the  Council  the  Executive 
Committee  has  transacted  certain  business  by  corre¬ 
spondence  and  has  held  one  meeting. 

The  Council’s  instructions  to  the  Executive  Commit¬ 
tee  to  draft  and  send  a  resolution  of  congratulation  to 
Mr.  Spencer  on  the  completion  of  his  System  of  Syn¬ 
thetic  Philosophy’  were  substantially  complied  with  by 
the  following  correspondence : 

Ithaca,  New  York,  U.  S.  A., ) 
February  12,  1897.  / 

Herbert  Spencer,  Esq  , 

64  Avenue  Road, 

Regent's  Park,  London  ; 

Sir  : — At  a  meeting  of  the  Council  of  the  American  Economic  Asso¬ 
ciation  held  in  McCoy  Hall,  Johns  Hopkins  University,  Baltimore, 
Maryland,  December  30,  1896,  it  was  voted 
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“That  the  Executive  Co  iitnittee  of  the  Association  send  a  resolu¬ 
tion  of  con)(ratu'ation  to  Mr.  Herbert  Spencer  on  the  completion  of 
his  System  of  Synthetic  Philosophy.” 

The  Committee  feel  that  a  more  elaborate  expression  of  interest 
could  add  nothing  to  what  is  expressed  in  the  vote  and,  therefore, 
have  in.structed  me  to  transmit  this  copy  as  evidence  of  the  interest 
with  which  American  economists  welcome  the  completion  of  the  work 
to  which  your  life  has  been  devoted. 

For  the  Committee, 

W.  F.  W11.1.COX,  Secretary. 


64  Avrnur  Road, 

Regent’.s  Park,  N.  W., 

February  23,  1897. 

Dear  Sir:— 

Please  convey  my  thanks  to  the  Executive  Committee  of  the  Amer¬ 
ican  Economic  Association  for  the  expression  of  their  congratulations. 
Sympathy  is  always  pleasant,  ami  sympathy  coming  from  afar  espe¬ 
cially  pleasant,  and  it  is  additionally  gratifying,  when  it  comes  to  an 
invalid  who  has  to  spend  the  greater  part  of  his  time  indoors.  My 
present  state,  which  is  a  very  low  one,  must  be  my  excuse  for  the 
brevity  of  this  acknowledgement. 

Faithfully  yours. 


Herbert  Spencer. 


The  Council’s  recommendation  at  its  last  meeting* 
“  that  the  Executive  Committee  consider  the  practica¬ 
bility  of  so  arranging  the  business  of  the  Association 
that  the  membership  year  and  the  publication  year  coin¬ 
cide,”  was  brought  up  at  the  next  meeting  of  the  Com¬ 
mittee  and,  after  debate,  it  was  decided  to  recommend  no 
action. 

Under  the  Council’s  authorization  at  the  same  meet¬ 
ing^  the  Executive  Committee  appropriated  “  $700,  or  so 
much  thereof  as  may  be  necessary,”  to  carry  on  the  busi¬ 
ness  of  the  Association  for  the  ensuing  year.  It  also  de- 

*  Hand-Book  for  1897,  44. 

’  Hand-Book  for  1897,  44. 
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cided  to  hold  the  Annual  Meeting  at  Cleveland,  Decem¬ 
ber  29-31,  1897. 

In  addition  to  the  preceding  decisions  reached  as 
results  of  specific  requests  or  grants  of  authority  from 
the  Council,  the  Executive  Committee  in  the  perform¬ 
ance  of  its  ordinary  duties  has  reached  three  decisions 
important  enough  to  be  included  in  this  report. 

It  has  voted  that  the  printer  for  the  Association 
may  sell  through  the  Secretary  to  the  author  at  cost 
copies  of  the  author’s  contribution  to  the  Association’s 
publications  additional  to  those  ordered  by  the  Publica¬ 
tion  Committee  for  the  Association,  It  is  believed  that 
this  privilege  to  contributors  will  not  be  abused  in  such 
a  way  as  seriously  to  decrease  the  sales  of  our  publica¬ 
tions,  and  that  any  financial  injury  the  Association  may 
suffer  in  this  respect  will  be  more  than  compensated  by 
the  greater  readiness  of  writers  to  submit  manuscript 
when  this  privilege  is  accorded  them. 

The  Executive  Committee  has  also  voted  to  leave  in 
the  hands  of  the  Acting  President  the  arrangement  of 
the  program  for  the  Annual  Meeting.  If  this  precedent 
is  followed  in  the  future,  it  will  much  relieve  the  Secre¬ 
tary’s  office,  and  in  his  opinion  will  be  beneficial  to  the 
general  work  of  the  Association. 

At  its  last  meeting  the  Executive  Committee  recom¬ 
mended  that  the  Monographs  be  no  longer  divided  into 
volumes  for  binding,  but  numbered  successively  and 
paged  separately.  Action  in  substantial  conformity  with 
this  recommendation  has  been  taken,  I  believe,  by  the 
Publication  Committee. 
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The  most  important  business  event  in  the  Secretary’s 
office  during  the  past  year  has  been  the  transfer  of  sub¬ 
stantially  all  the  Association’s  stock  of  publications  from 
Ithaca  to  the  warehouse  of  The  Macmillan  Co.  in  New 
York.  These  pamphlets  had  been  stored  in  the  base¬ 
ment  of  a  university  building  at  Ithaca  and  the  room 
was  needed  for  university  purposes.  Some  removal  was 
necessary,  and  as  it  seemed  probable  that  the  arrange¬ 
ment  with  The  Macmillan  Co.  would  be  more  perma¬ 
nent  than  the  present  location  of  the  Secretary’s  office, 
and  as  nearly  all  copies  of  the  recent  issues  of  the  Asso¬ 
ciation’s  publications  were  in  the  hands  of  that  house,  it 
seemed  best  to  ship  all  our  stock  to  them.  In  connec¬ 
tion  with  this  change  a  careful  inventory  of  our  stock 
was  taken.  Thirty-one  boxes  were  opened,  rearranged, 
packed  and  shipped.  According  to  our  inventory  the 
Association  has  now  in  the  hands  of  The  Macmillan  Co. 
publications  which,  at  their  selling  price  after  deducting 
discounts,  are  estimated  to  be  worth  $16,000. 

During  the  past  year  the  Association  has  spent  no 
money  directly  for  advertising.  It  has  exchanged  adver¬ 
tisements  with  certain  journals  of  a  character  similar  to 
that  of  its  own  publications,  and  under  its  contract  with 
The  Macmillan  Co.  “  they  agree  to  advertise  its  publica¬ 
tions  in  their  own  catalogues  and  circulars  but  without 
general  advertising.”  By  an  oversight  of  the  company, 
no  mention  of  the  Association’s  publications  was  made 
either  in  the  Trade  List  for  1896  or  in  a  special  list  of 
works  on  history  and  economics  sent  out  by  them  early 
in  the  present-  year.  These  oversights  were  called  to 
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tlte  firm’s  attention  and  proper  advertisement  of  the  As¬ 
sociation  is  made  in  the  Trade  List  for  1897.  A  certain 
amount  of  mail  is  still  addressed  to  the  Association  at  the 
Johns  Hopkins  University  and  forwarded  thence  to 
Ithaca.  This  called  the  Secretary’s  attention  to  the 
fact  that  neither  in  the  list  of  146  national  societies  con¬ 
tained  in  the  last  edition  of  the  Tribune  Almanac  nor  in 
the  list  of  39  learned  societies  in  the  last  edition  of  the 
World  Almanac  does  the  American  Economic  Associa¬ 
tion  find  place.  These  omissions  have  been  called  to  the 
attention  of  the  editors  and  assurances  received  that  the 
name  of  the  Association  and  the  addre.sses  of  its  officers 
will  be  introduced  in  future  issues.  The  Secretary  be¬ 
lieves  that  it  would  be  for  the  financial  interests  of  the 
Association  to  devote  some  small  amount  of  money  to 
advertising  its  work,  and  requests  suggestions  on  the 
subject  from  the  Council. 

The  foregoing  statements  may  throw  some  light  upon 
the  fact  that  the  receipts  from  sales  and  subscriptions  are 
about  $300  less  than  they  were  for  the  preceding  calen¬ 
dar  year.  Nearly  $100  of  this  amount  is  due  to  a  less 
complete  collection  of  subscriptions  by  The  Macmillan 
Co.  The  number  of  subscribers  has  slightly  increased 
but  the  cash  returns  are  about  $100  less.  It  might  be 
desirable  for  the  Council  to  request  the  Treasurer  to  col¬ 
lect  subscription  dues  as  well  as  membership  dues  in  the 
future.  The  decrease  of  about  $200  in  the  returns  from 
sales  may  be  due  in  part  to  a  lack  of  advertising,  but  in 
this  connection  it  should  be  noticed  that  no  Monograph 
has  been  issued  by  the  Association  since  August,  1896, 


The  Tenth  Annual  Meeting. 


49 


and  that  the  Studies  apparently  have  not  sold  as  well  as 
did  the  issues  in  their  earlier  form.  The  Monograph  on 
the  Cotton  Industry,  which  has  been  printing  and  pre¬ 
paring  since  September,  will  be  sent  to  The  Macmillan 
Co.  for  distribution  the  first  week  in  January,  and  should 
properly  be  included  in  the  summary  of  the  year’s  print¬ 
ing.  The  Association  has  printed  the  Economic  Studies 
bi-monthly,  including  in  all  455  pages,  the  supplement¬ 
ary  Handbook  and  Report  of  the  Annual  Meeting  con¬ 
taining  162  pages,  and  the  Monograph  on  the  Cotton  In¬ 
dustry  containing  378  pages,  a  total  of  995  pages,  or 
about  100  less  than  last  year. 

Of  the  seventy-four  life  members  of  the  As.sociation  a 
year  ago  three  have  died,  and  as  no  new  life  member  has 
been  added,  the  present  number  is  seventy-one.  In  the 
list  of  fifteen  honorary  members  there  has  been  no  change 
during  the  year.  Of  the  479  regular  members  a  year 
ago,  forty-seven  have  ceased  to  be  so,  three  by  death, 
seventeen  by  non-payment  of  dues,  and  twenty-seven  by 
resignation.  Forty-five  new  members  have  been  added, 
so  that  in  this  category  there  has  been  a  net  loss  of  two. 
The  subscription  list  shows  a  net  gain  of  eight,  leaving 
thus  a  total  net  gain  of  three  for  the  year. 

W.  F.  WiLLCOX. 

December  24,  iSgj. 

The  report  of  the  Treasurer,  of  which  an  abstract  fol- 
lows,‘  was  presented  and  referred  to  an  auditing  commit¬ 
tee.  The  Publication  Committee  made  an  informal  re- 
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port  upon  its  work  for  the  year.  The  Executive  Com¬ 
mittee  was  requested  to  draft  a  resolution  relative  to  the 
death  of  Francis  Amasa  Walker  and  report  it  to  the 
Council.  It  was  also  asked  to  report  upon  the  question 
of  including  the  names  of  deceased  officers  and  members 
upon  the  Association’s  roll.  The  President,  upon  the 
request  of  the  Council,  appointed  a  committee  of  five  to 
present  nominations  of  officers  for  the  ensuing  year. 
The  committee  appointed  were  Messrs.  R.  Mayo-Smith, 
F.  M.  Taylor,  W.  A.  Scott,  H.  R.  Seager  and  J.  J.  Mc¬ 
Nulty.  The  nominating  committee  was  requested  also 
to  report  upon  the  wisdom  of  reconstituting  the  standing 
committees  of  the  Association.  The  Council  then  ad¬ 
journed. 

A  second  meeting  of  the  Council  was  held  at  the  same 
place,  December  30.  The  auditing  committee  reported 
that  the  report  of  the  Treasurer  had  been  examined  and 
found  correct,  and  the  Treasurer’s  report  was  then  or¬ 
dered  filed.  The  following  persons  were  nominated  by 
the  committee  appointed  therefor  as  officers  for  the  ensu¬ 
ing  year  and  were  duly  elected  :  President,  Arthur  T. 
Hadley,  Ph.D.,  Yale  Univ^ersity ;  Vice-Presidents,  John 
H.  Gray,  Ph.D.,  Northwestern  University,  Henry  B. 
Gardner,  Ph.D.,  Brown  University,  W.  M.  Daniels, 
A.M.,  Princeton  University;  Secretary,  Walter  F.  Will- 
cox,  Ph.D.,  Cornell  University;  Treasurer,  Charles  H. 
Hull,  Ph.D.,  Cornell  University;  members  of  the  Publi¬ 
cation  Committee  for  the  term  ending  1900,  Willard  C. 
Fisher,  Ph.D.,  Wesleyan  University,  and  F.  M.  Taylor, 
Ph.D.,  University  of  Michigan. 
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The  following  persons  were  also  elected  as  new  mem¬ 
bers  of  the  Council :  For  the  term  expiring  in  1898,  Mr. 
H.  T.  Newcomb,  Department  of  Agriculture,  Professor 

G.  O.  Virtue,  Winona,  Minn.,  and  Mr.  J.  T.  Young,  Uni¬ 
versity  of  Pennsylvania ;  for  the  term  expiring  in  1899, 
F.  R.  Clow,  A.M.,  Oshkosh  Normal  School,  Professor  H. 

H.  Freer,  Cornell  College,  and  H.  J.  Davenport,  Ph.D., 
University  of  Chicago  ;  for  the  term  ending  in  1900,  Rev. 
Lyman  Abbott,  New  York,  G.  S.  Callender,  Ph.D., 
Harvard  University,  E.  D.  Durand,  Ph.D.,  Stanford 
University,  F.  H.  Dixon,  Ph.D.,  University  of  Michi¬ 
gan,  and  Professor  J.  P.  Cushing,  Knox  College. 

The  nominating  committee  further  recommended  the 
creation  of  special  committees  of  five  persons  each,  to  be 
appointed  by  the  Executive  Committee,  and  to  have  the 
privilege  of  enlarging  their  own  membership.  The  Ex¬ 
ecutive  Committee  was  instructed  to  appoint  three  such 
committees,  one  on  the  reform  of  the  currency,  one  on 
the  twelfth  census,  and  one  on  the  teaching  of  economic 
history  in  the  United  States.  The  Executive  Commit¬ 
tee  reported  recommending  that  the  printed  roll  of  Ex- 
Presidents  should  contain  the  names  of  deceased  Ex- 
Presidents,  but  that  the  printed  roll  of  honorary  mem¬ 
bers  should  not  include  the  names  of  deceased  honorary 
members ;  and  the  recommendations  were  adopted.  On 
its  recommendation  also  the  following  minute  was  or¬ 
dered  to  be  entered  upon  the  Council  records : 

In  the  death  of  Francis  Amasa  Walker,  President  of  the  American 
Economic  Association  during  the  first  seven  years  of  its  existence,  the 
members  of  the  Council  have  lost  not  only  an  officer  whose  reputation 
and  ability  were  of  indispensable  aid  to  the  Association  through  its 
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opening  years,  but  an  associate  whose  unfailing  courtesy,  hearty  kind¬ 
ness.  ready  recognition  of  good  work  and  good  endeavor,  made  him 
the  sympathetic  friend  of  all.  Strong  in  his  own  convictions  and  in 
the  expression  of  them,  distinguished  in  many  walks  of  life,  a  recog¬ 
nized  leader  among  economists,  he  yet  gave  a  cordial  welcome  to  new 
men  and  new  thought,  and  by  his  own  vigor  and  earnestness  gave  a 
keen  stimulus  alike  to  those  who  agreed  with  him  and  to  those  who 
differed.  The  Council  desires  to  put  on  record  its  sense  of  loss  in  his 
death  and  its  appreciation  of  the  weighty  services  he  rendered  to  the 
Association  and  to  the  progress  of  economic  science  in  the  United 
States. 

The  time  and  place  of  holding  the  next  annual  meet¬ 
ing  were  referred  to  the  Executive  Committee  with 
power,  and  the  same  committee  was  authorized  to  make 
the  usual  appropriations  for  carrying  on  the  business  of 
the  Association. 
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SUMMARY  OF  THE  TREASURER'S  REPORT,  1897. 


Chari,BS  H.  Hull,  Treasurer, 

In  account  with  the  American  Economic  Association 
for  the  year  ending  December  23,  iSgj. 

Debits. 


Cash  on  hand  as  per  last  report  .  .  .  '.  II1O83  33 
Subscriptions  and  sales. 

The  Macmillan  Company . I783  03 

Swan  Sonnenscbein  &  Co.  .  .  .  42  34 

W.  F.  Willcox,  Secretary .  7  84 

-  833  21 

4361^  annual  dues . .  Ii309  00 

Exchange .  06 

Credits. 

1.178  33 
461  24 
54  50 
43  33 
1,488  20 


Publication  expenses . 

Secretary’s  expenses . 

“treasurer’s  expenses . 

Expenses  of  ninth  meeting  .  . 
Cash  on  hand  December  23  .  . 


Examined  atid  found  correct. 

[Signed] 


13,225  60  13,225  60 

G.  K.  Holmes,  1  .  „ _ 

J.  W.  Crook.  |  Auditors. 


ADDRESS  OF  WELCOME. 

In  assembling  for  the  tenth  annual  meeting  of  the 
American  Economic  Association  we  have  to  regret  the 
absence  of  our  President,  Professor  Henry  C.  Adams. 
The  pleasant  duty  therefore  falls  to  me  to  welcome,  in 
the  name  of  the  Association,  all  of  its  members  who  are 
here  present,  and,  as  well,  all  others  who  are  sufficiently 
interested  in  the  subjects  which  are  to  be  discussed  in 
our  sessions  to  favor  us  by  their  attendance.  This  is  an 
open  meeting,  and  all  who  care  for  economic  studies  are 
cordially  invited  to  share  in  our  proceedings. 

Since  our  last  meeting  the  Association  has  sustained 
a  grievous  loss  in  the  death  of  our  beloved  and  honored 
first  president,  General  Francis  A.  Walker.  In  his  too 
brief  life  President  Walker  did  more  than  any  other 
American  to  make  political  economy  an  influential  and 
a  sincerely  respected  branch  of  knowledge.  In  the  pres¬ 
ence  of  those  who  are  gathered  here  this  morning  I  need 
not  recall  his  contributions  to  the  science  of  our  alle¬ 
giance,  or  his  services  to  this  Association.  I  need  only 
say  that  to  us  who  knew  and  loved  him  he  was  more 
than  an  economist.  Ever  kind,  and  helpful,  and  gen¬ 
erous  to  his  colleagues,  and  to  every  student  who  sought 
his  counsel  or  his  aid,  he  was  more  than  a  great  econo¬ 
mist,  a  great  statistician  and  a  great  author,  he  was  a 
great  man. 

Our  program,  as  you  have  doubtless  noticed,  is  emi- 
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nently  practical.  While  questions  of  theory  will  have 
their  place  in  the  discussion  of  each  subject,  the  subjects 
themselves  are  matters  closely  associated  with  the  wel¬ 
fare  of  the  people.  In  this  respect  the  program  re¬ 
flects  a  tendency  which  all  readers  of  the  most  recent 
economic  writings  must  have  observed.  Political  econ¬ 
omy  is  swinging  back  to  a  renewed  attention  to  practi¬ 
cal  or  business  affairs.  Much  attention  has  been  given 
in  recent  years  to  those  refinements  of  theory  which 
have  brought  into  familiar  use  such  terms  as  “  subject¬ 
ive  utility,”  “  subjective  cost,”  and  “  subjective  value.” 
Americans  have  contributed  not  less  than  their  brilliant 
Austrian  contemporaries  to  tl>ese  studies.  This  work, 
in  which  so  many  of  our  younger  men  have  won  a 
worthy  distinction,  was  very  necessary  work  to  do.  The 
psychology  of  economic  phenomena  had  to  be  elaborated 
by  economists  because  the  psychologists  themselves  had 
neglected  that  part  of  their  field.  Now  that  the  w'ork 
has  been  done,  however,  there  is  evidently  a  growing 
conviction  that  the  theories  which  have  resulted  are,  in 
a  strict  classification  of  the  sciences,  a  division  of  psy¬ 
chology,  and  as  such  are  data  for  political  economy,  and 
that  political  economy  itself  will  probably  continue  to 
find  its  true  task  in  the  scientific  study  of  that  objective 
world  of  business  affairs  which  enlisted  the  interest  of 
Adam  Smith,  Ricardo  and  Mill.  In  the  future  as  in  the 
past,  the  economist  will  be  chiefly  occupied  with  the 
eminently  practical  problems  of  production,  exchange 
and  distribution ;  of  capital,  price,  rent,  interest,  wages 
and  profits.  . 
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With  many  other  members  of  this  Association  I  share 
the  opinion  that  we  should  take  a  more  prominent  stand 
on  questions  of  public  policy,  aud  make  an  increased 
effort  to  bring  before  the  public  a  strictly  scientific  view 
of  such  great  matters  as  the  currency  and  taxation.  We 
must  not  impose  upon  ourselves  a  creed,  or  promulgate 
dogmas  ;  but  we  should  make  it  clear  to  the  people  that 
there  is  a  vital  difference  between  scientific  and  unscien¬ 
tific  views  of  those  great  subjects.  I  therefore  hope,  and 
I  express  the  hope,  that  before  this  tenth  annual  meet¬ 
ing  adjourns  we  shall  take  steps  to  make  the  American 
Economic  Association  an  increasingly  powerful  influ¬ 
ence  upon  public  opinion. 


ABSTRACTS  OF  PAPERS  AND  DISCUSSIONS. 


Discussion. —The  Investigation  of  Municipal  and 
Private  Distribution  of  Water,  Gas,  and  Elec¬ 
tricity,  Conducted  by  the  Different  Bureaus 
OF  Statistics  of  Labor  in  the  United  States. 

LED  BY  HON.  CARROLL  D.  WRIGHT,  HON.  ELROY  M.  AVERY  AND  PROFESSOR 
JOHN  H.  GRAY. 

Mr.  Wright : — It  is  not  my  purpose,  nor  am  I  expected, 
to  di.scuss  the  merits  or  demerits  of  municipal  ownership 
as  compared  with  private  control  of  water,  gas  and  electric 
light  plants.  Such  a  discussion  would  be  important,  but 
must  be  left  to  others.  My  own  duty  on  the  present 
occasion  is  simply  to  outline  the  methods  and  progress 
of  an  investigation  undertaken  by  the  various  bureaus 
of  statistics  of  labor  of  the  several  states  and  of  the 
United  States  Department  of  Labor. 

It  is  well  known  that  in  foreign  countries  cities  have 
gone  much  further  in  the  direction  of  municipal  owner¬ 
ship  or  control  than  has  been  the  case  in  this  country. 
In  the  United  States  we  have  no  line  of  statistics  bear¬ 
ing  upon  either  the  census  of  municipalities  controlling 
their  own  works  or  the  cost  of  production  under  the 
two  methods, — municipal  and  private  control, — or  the 
cost  to  the  consumer.  Such  a  line  of  statistics,  how¬ 
ever,  would  be 'of  the  greatest  value  in  discussing  the 
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merits  and  demerits  of  municipal  as  compared  with  pri¬ 
vate  ownership  and  production.  So  in  June,  1896,  the 
chiefs  and  commissioners  of  bureaus  and  departments  of 
labor  statistics  in  the  United  States,  at  their  annual 
convention,  held  in  Albany,  decided  to  undertake  a  gen¬ 
eral  investigation  relative  to  the  municipal  distribution 
of  water,  gas,  and  electric  light.  A  committee  was  ap¬ 
pointed  to  prepare  schedules  of  inquiry,  but  the  first 
schedules  prepared  were  found  to  be  inadequate,  and 
it  became  necessary  to  revise  them.  The  revised 
schedules  are  somewhat  elaborate,  but  no  more  so  than 
the  importance  of  the  investigation  warrants,  and  we 
now  hope  to  get  valuable  information.  The  collection 
of  information  is  practically  under  the  charge  of  the 
United  States  Department  of  Labor,  working  in  co¬ 
operation  with  the  various  states,  so  far  as  the  means 
of  the  state  bureaus  will  allow.  I  am  glad  to  say  to  you 
that  the  investigation  is  being  carried  forward  in  several 
states,  with  encouraging  results  and  it  is  hoped  to 
have  the  field  work  completed  sometime  next  autumn. 
Many  of  the  state  offices  are  very  poorly  equipped  as  to 
means,  but  they  work  with  us  so  far  as  possible.  The 
force  engaged  has  received  very  valuable  aid  from  pri¬ 
vate  corporations  in  the  collection  of  data. 

The  great  question.  Which  is  better  for  the  con¬ 
sumer,  private  or  municipal  ownership?  is  one  in  which 
the  state  and  federal  officials  conducting  the  investiga¬ 
tion  have  no  interest  beyond  the  securing  of  facts. 
They  may  be  interested  in  the  results,  but  I  mean  that 
in  the  conduct  of  the  investigation  they  can  have  no  in- 
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terest  in  the  principles  involved.  The  statician  must 
be  unbiased  and  cold-blooded  in  his  investigations. 

It  will  be  a  very  easy  matter  to  ascertain  the  census 
of  establishments.  All  persons,  those  in  favor  of  or 
opposed  to  municipal  ownership,  will  be  glad  to  know 
to  what  extent  municipal  ownership  has  been  carried  in 
this  country.  At  present  this  cannot  be  readily  ascer¬ 
tained.  The  first  point  of  information,  therefore,  in 
the  investigation  under  consideration  will  be  the  census 
of  establishments. 

Another  feature  of  the  investigation  in  which  there 
cannot  be  much  difficulty  is  that  of  ascertaining  the 
difference  in  cost  to  the  consumer.  Even  where  private 
corporations  are  unwilling  to  furnish  trustworthy  infor¬ 
mation,  it  is  an  easy  matter  to  obtain  correct  data  as  to 
cost  of  supply.  Consumers  everywhere  will  furnish 
this  information.  The  bills  of  companies  will  be  the 
verification  of  statements.  One  difficulty  in  this  con¬ 
nection  lies  in  the  fact  that  private  and  municipal  plants, 
as  a  rule,  do  not  compete  one  with  the  other.  Here  and 
there  conditions  of  actual  competition  between  private 
and  municipal  plants  may  be  found  ;  but  the  facts  as  to 
the  price  of  products  will  be  practically  comparable  when 
obtained  from  neighboring  localities. 

The  chief  difficulty  in  the  investigation  relates  to  the 
cost  of  production.  To  secure  this  the  expert  is  obliged 
to  inquire  very  closely  into  all  the  elements  that  enter 
into  the  cost  of  producing  water,  gas,  or  electricity. 
Under  municipal  control  there  is  a  complication  which 
arises  at  once,'  on  account  of  the  relations  of  the 
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municipality  to  its  citizens.  For  example,  in  many 
cases  the  salaries  of  officers  in  charge  of  the  municipal 
plants  are  borne  on  the  general  pay  roll  and  are  not 
charged  up  to  the  cost  of  producing,  water,  gas,  or  elec¬ 
tricity.  Still,  I  think  the  questions  on  the  schedules 
are  so  arranged  as  to  remove  some  of  these  difficulties. 
Of  course,  cost  of  production  in  a  municipal  plant 
should  comprehend  fully  all  charges,  whether  of  officers 
or  otherwise,  necessary  to  the  production.  Again,  dif¬ 
ficulties  arise  under  municipal  control  on  account  of  the 
general  methods  of  book-keeping,  but  it  is  hoped  all 
such  difficulties  will  be  fairly  overcome. 

As  might  be  supposed,  the  managers  of  municipal 
plants  are  more  willing  than  private  corporations  to  re¬ 
port  the  facts  connected  with  their  works,  but  they  are 
less  able  to.  The  managers  of  private  corporations  are 
more  competent,  but  less  willing.  Nevertheless,  I  be¬ 
lieve  that  there  will  be  a  sufficient  number  of  private 
corporations  willing  to  furnish  the  fullest  information 
as  to  their  cost  of  production.  Managers  are  beginning 
to  understand  that  their  interest  with  the  public  lies  in 
furnishing  the  required  information.  There  are  several 
influences  leading  to  this  conclusion  ;  as,  for  example,  a 
manager  of  a  great  western  corporation  decided,  in  the 
first  place,  that  he  would  not  furnish  the  information  as 
to  cost  of  production,  but  on  studying  the  question  he 
became  interested,  for  he  saw  that  it  would  be  to  his 
interest  to  be  able  to  announce  to  the  public  that  the 
private  consumer  was  being  taxed  to  make  up  for  the 
decreased  price  under  contracts  with  the  municipality. 
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Where  the  price  to  the  municipality  is  nominal,  the  state 
of  affairs  should  be  borne  in  mind,  and  the  manager  of 
the  private  corporation  understands  well  the  benefit 
which  the  publication  of  the  facts  would  be  to  his  own 
works.  Neither  gas,  nor  water,  nor  electricity  can  be 
made  for  nothing,  and  there  may  be  in  places  a  tendency 
to  make  the  tax-payers  pay  part  of  the  cost  of  produc¬ 
tion  when  the  product  is  used  for  the  benefit  of  the 
municipality,  as  well  as  to  make  a  special  tax  through 
higher  price. 

Another  difficulty  in  the  investigation  is  to  ascertain 
how  far  private  corporations  are  supplying  municipali¬ 
ties,  and  how  far  municipal  plants  are  supplying  private 
consumers.  Such  matters  will  be  ascertained  through 
the  investigation  now  going  on. 

It  would  take  too  much  time  to  enter  into  all  the  de¬ 
tails  of  the  investigation,  as  disclosed  by  the  schedules. 
These  schedules  are  obtainable,  and  one  can  study  them 
for  himself.  My  general  statements  are,  as  I  suppose, 
simply  to  serve  as  a  basis  for  discussion.  Having  given 
these,  I  may  say  that  I  believe  the  investigation  will 
furnish  much  valuable  information  along  many  lines,  not 
only  as  to  cost  of  production,  price  to  the  consumer,  and 
the  extent  to  which  municipal  ownership  has  been  car¬ 
ried,  but  also  facts  relative  to  franchises  and  other  matters 
that  will  help  ps  to  understand  many  of  the  elements 
entering  into  this  question.  At  the  present  time,  if  a 
municipality  is  discussing  the  question  of  putting  in  gas, 
water,  or  electricity,  and  wishes  to  decide  between 
private  and  municipal  control  as  an  econonaic  mes^ute, 
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a  committee  must  be  sent  out  to  collect  information. 
Owing  to  politics  and  other  foreign  influences,  the  com¬ 
mittee  is  quite  likely  to  return  as  confused  as  at  starting 
it  was  ignorant  of  the  facts.  As  a  result  of  this  investi¬ 
gation,  I  believe  there  will  be  brought  into  existence  a 
great  body  of  facts  to  which  all  such  committees  can 
turn  for  general  information.  The  report  cannot  satisfy 
all  inquiries  as  to  the  desirability  or  feasibility  of  intro¬ 
ducing  private  or  municipal  plants,  because  there  are 
elements  other  than  those  which  can  be  brought  out  by 
an  investigation ;  as,  for  instance,  it  is  alleged  that 
private  capital  does  not  feel  warranted  in  building  works 
in  a  small  city,  and  that  it  is  here  only  that  municipal 
ownership  is  of  the  greatest  advantage.  Indirectly,  of 
course,  the  investigation  will  bear  upon  such  a  question, 
as  it  will  give  the  facts  for  large  and  small  places  as 
well ;  but  in  all  the  inquiries  the  greatest  difficulty  lies, 
perhaps,  in  the  nice  adjustment  of  the  different  elements 
of  cost  of  production  and  supply. 

Hon.  Elroy  M.  Avery  :  I  desire  to  express  gratification 
at  the  undertaking  of  this  work  by  professional  statisti¬ 
cians,  but  have  serious  doubts  as  to  the  conclusiveness 
or  the  satisfactory  authenticity  of  the  results  that  will 
be  attained.  Someone  has  saucily  said  that  “  statistics 
are  like  sausages,  in  that  their  value  depends  upon  who 
makes  them.”  As  to  the  distribution  of  water,  I  sup¬ 
pose  the  only  question  now  worth  discussing  is  how 
small  a  town  must  be  before  private  ovmership  becomes 
desirable.  I  suppose  that  in  the  case  of  New  York  and 
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Chicago  and  Boston  and  Cleveland  and  cities  of  that 
class,  and  even  in  the  case  of  a  city  like  Cincinnati,  no 
one  will  seriously  argue  against  the  preponderating  ad¬ 
vantages  of  municipal  ownership  and  operation  of  the 
water-works.  As  it  is  not  worth  while  to  discuss  the 
question  in  its  application  to  large  cities,  and  as  I  know 
nothing  of  its  application  to  small  cities,  it  would  not 
be  creditable  to  me  or  complimentary  to  you,  for  me  to 
detain  you  a  moment  further  with  remarks  upon  that 
phase  of  the  topic  under  consideration. 

As  to  the  problems  of  municipal  distribution  of  gas 
and  electricity,  I  have  had  some  experience  that  I  think 
entitles  me  to  entertain  some  pretty  definite  notions. 
For  five  years,  I  was  a  missionary  of  light — electric  light. 
Subsequently,  I  was  chairman  of  a  joint  committee  of 
the  Cleveland  city  council  on  the  investigation  of  the 
cost  of  distributing  gas  in  this  city.  I  was  also  chair¬ 
man  of  another  councilmanic  committee  on  investiga¬ 
tion  of  street  railways  in  this  city.  Still  later,  I  was 
chairman  of  a  joint  committee  of  the  Ohio  legislature 
on  the  investigation  of  the  emoluments  of  the  officials 
of  this  county.  I  mention  these  things  not,  of  course, 
for  the  sake  of  prejudicing  my  audience  against  me,  but 
for  the  sake  of  showing  that  I  have  had  a  chance  to 
learn  something  of  the  difficulties  of  certain  investiga¬ 
tions  in  the  interest  of  the  people.  Any  Cleveland  re¬ 
porter  will  tell  you  that  when  I  am  at  the  head  of  such 
a  Lexow  commission,  the  papers  get  a  plenty  of  what 
they  call  “  hot  stuff.”  But  I  have  reformed ;  I  have 
abjured  partisan  politics  and  I  go  out  of  office  next 
Monday  morning  forever.  So,  hear  me  for  my  cause. 
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When  we  began  looking  into  the  cost  of  producing 
gas  in  this  market,  the  two  gas  companies  were  selling 
their  chief  product  for  a  dollar  per  thousand  cubic  feet, 
and  their  bye-products  for  all  they  could  get  for  them. 
Before  we  got  through  with  them,  they  were  glad  to 
make  a  ten  years’  contract  to  supply  city  and  citizens 
with  gas  at  eighty  cents  per  thousand  and  to  pay  into 
the  city  treasury  five  per  cent,  of  their  gross  receipts. 
Under  the  operation  of  this  last  mentioned  clause,  and 
from  the  profits  of  eighty  cent  gas,  they  have  paid  into 
the  city  treasury,  where  it  now  is  to  the  credit  of  the 
City  Hall  fund,  more  than  a  quarter  million  of  dollars. 
Our  committee  was  authorized  to  send  for  persons  and 
papers  ;  our  subpoenas  were  served  by  the  deputies  of 
the  sheriff ;  the  county  jail  yawned  for  recalcitrants ; 
but  we  did  not  get  much  that  we  wanted  directly  from 
the  officials  of  the  gas  companies.  The  president  of 
the  larger  of  our  two  gas  monopolies,  one  on  each  side 
of  the  river,  took  the  books  of  the  company  out  of  the 
keeping  of  the  secretary  and  was  called  between  two 
days  to  Arizona  ;  we  soon  found  that  the  secretary  and 
the  superintendent  knew  less  about  the  gas  industry  in 
this  community  than  the  janitor  of  the  chamber  of  com¬ 
merce.  They  are  both  amiable  gentlemen  and  personal 
friends  of  mine,  but  they  ought  to  be  ashamed  to  draw 
such  salaries  as  they  do  without  understanding  some¬ 
thing  of  the  business  that  they  have  in  charge.  Per¬ 
haps  they  do  now. 

More  than  one  director  of  these  gas  companies  stated 
under  oath  that  it  was  not  possible  to  make  and  sell  gas 
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in  this  market  for  less  than  a  dollar  per  thousand.  But 
the  fact  that  they  have  actually  done  it  for  six  or  seven 
years  without  any  symptoms  of  individual  or  corporate 
bankruptcy  or  retrenchment  shows  that  good  men  and 
good  business  men  may  be  mistaken,  and  that  orthodox 
piety  or  extraordinary  commercial  and  political  sagacity 
is  not  necessarily  proof  against  deception  by  wicked 
partners. 

The  statistics  to  be  secured  by  these  bureaus  will  fall 
far  below  the  conclusiveness  suggested  by  the  distin¬ 
guished  speaker  who  has  preceded  me,  unless  they  are 
gathered  by  virtue  of  official  authority  to  dictate  methods 
of  book-keeping,  and  to  examine  accounts  and  to  force 
the  giving  of  information.  The  managers  of  these 
franchise-enjoying  corporations  do  not  admit  the  claim, 
that  they  are  in  partnership  with  the  municipality 
and  that  the  municipality,  as  a  partner,  has  a  perfect 
and  equal  right  to  a  full  knowledge  of  the  business. 
I  have  no  prejudice  against  corporations,  and  believe 
that  a  well  regulated  monopoly  may  be  desirable.  But 
when  the  franchise-enjoying  corporation  forgets  or  denies 
its  subordination  to  the  greater  corporation  from  which 
it  derived  the  privileges  and  powers  that  make  it  pros¬ 
perous  and  sometimes  dangerous,  the  situation  can  not 
long  continue  without  change.  I  desire  to  avoid  offense  ; 
I  hope  that  what  I  say  will  not  be  offensive  to  any  one. 
The  managers  of  these  corporations  are  not  bad  men,  as 
the  business  world  goes  ;  the  trouble  is  that  they  do  not 
recognize  the  fact  that  the  public  has  any  right  to  ask 
questions  about  what  they  consider  their  private  business. 
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Their  natural  resentment  at  what  they  consider  an  im¬ 
pertinent  interference  is  reinforced  by  their  desire  to 
avoid  the  competition  that  would  be  caused  by  a  dis¬ 
closure  of  exorbitant  profits.  Under  such  conditions, 
and  in  the  light  of  my  own  experience,  I  must  beg  to 
be  excused  from  giving  unreserved  confidence  to  the  ac¬ 
curacy  of  the  information  voluntarily  given  by  parties 
thus  environed  to  the  polite  inquiries  of  statisticians. 
Until  the  hand  of  an  authority  that  they  must  respect 
is  laid  upon  them,  I  fear  that  we  must  interpret  their 
stories  of  the  cost  of  production  and  of  small  profits 
very  cautiously,  and  strive  for  discreet  legislation  that 
will  force  them  to  tell  the  whole  truth — in  the  courts  if 
necessary. 

Professor  John  H.  Gray  :  I  propose  to  confine  my  dis¬ 
cussion  to  that  part  of  the  general  topic  assigned  with 
which  I  am  most  familiar,  namely,  the  gas  supply.  It 
is  interesting  to  note  in  passing  that  the  subject  is  the 
same  as  that  of  the  first  scientific  monograph  published 
by  the  Association,  and  is  identical,  also,  with  that  of  an 
investigation  undertaken  by  a  standing  committee  of  the 
Association  about  ten  years  ago.  It  further  coincides 
with  one  of  the  articles  in  our  original  platform  or  decla¬ 
ration  of  principles.  That  article  affirms  that  we  believe 
in  the  development  of  economic  science  and  “  we  look 
not  so  much  to  speculation  as  to  an  impartial  study  of 
actual  conditions  of  economic  life  for  the  satisfactory  ac¬ 
complishment  of  that  development.”  A  decade  has 
rolled  by  since  that  declaration  was  made.  Meantime, 
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the  gas  supply  of  nearly  all  important  points  has  passed 
into  the  control  of  a  few  great  syndicates,  and  the  agi¬ 
tation  for  public  ownership  has  taken  stronger  hold  of 
the  popular  mind.  This  agitation  rests  upon  a  keen 
sense  of  wrong,  and  not  on  any  scientific  basis.  For 
the  statistics  of  the  gas  supply  do  not  exist,  and  the  gate¬ 
ways  to  the  history  of  the  industry  are  closed  to  the 
whole  outside  world  by  the  orders  of  the  directors  of 
these  syndicates.  As  yet,  we  have  taken  no  effective 
steps  to  give  this  declaration  living  force.  The  investi¬ 
gation  referred  to  had  to  be  given  up  because  of  the  ex¬ 
pense  involved  and  the  acknowledged  inability  of  the 
committee  to  get  at  the  facts.  All  later  attempts  at  pri¬ 
vate  investigation  have  met  with  a  like  fate,  and  for  the 
same  reasons. 

The  movement  for  public  ownership  demands  a  scien¬ 
tific  answer,  but  the  data  for  such  an  answer  are  still 
lacking;  unless  indeed  we  are  ready  to  declare  it  a 
scientific  principle  that  the  burden  of  proof  is  always 
upon  him  who  advocates  any  change  whatever  in  eco¬ 
nomic  or  governmental  policy.  This  movement  has 
long  since  passed  the  point  at  which  it  can  be  stopped 
by  any  a  priori  arguments  based  on  the  theory  of  gov¬ 
ernment.  It  must  be  met,  if  it  is  to  be  met  at  all,  by  a 
scientific  demonstration  of  the  probable  economic  loss 
from  public  ownership.  Such  demonstration  can  come 
only  from  a  statistical  comparison  of  the  results  under 
the  different  systems  of  management.  Both  parties  to 
this  controversy  seem  to  ignore  the  fact  that  the  neces¬ 
sary  data  for  such  a  comparison  do  not  exist.  The  iso- 
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lated  facts  of  this  industry  are  unknown  not  only  to 
those  most  prominent  in  public  discussions,  but,  even  to 
many  of  those  actively  engaged  in  the  industry.*  Fur¬ 
thermore,  in  the  present  state  of  suffrage,  popular  opin¬ 
ion,  legislation  and  accounting  (both  corporate  and  mu¬ 
nicipal)  it  is  impossible  to  bring  them  to  light.  We 
cannot  get  at  the  disjointed  facts  now  on  record.  But  if 
we  could  set  into  immediate  operation  investigations, 
which  could,  and  would,  publish  all  the  accounts  of  the 
companies,  the  result  would  be  such  a  chaotic  aggrega¬ 
tion  as  would  be  of  very  indirect  service  for  the  dis¬ 
cussion  suggested. 

But  a  most  important  social  and  economic  interest  is 
here  at  stake,  and  if  we  cannot  at  present  discuss  the 
economic  problem  involved  for  lack  of  data,  we  can  dis¬ 
cuss  the  necessity  and  the  desirability  of  getting  at  such 
facts  as  do  exist,  and  of  reducing  them  to  a  basis  suitable 
for  scientific  use.  It  appears,  then,  that  much  prelimi¬ 
nary  work  of  a  political,  educational  and  administrative 
character  must  be  done  before  the  material  for  a  strict 
economic  discussion  is  available. 

The  great  practical  problem  before  us  to-day  is,  how 
to  get  the  suppliers  of  gas  to  keep  their  books  and  ac¬ 
counts  in  an  honest,  uniform,  intelligible  and  scientific 
manner,  and  then  to  give  these  accounts  thus  perfected 
to  the  public.  Until  we  can  get  at  the  accounts  as  they 
are  kept,  and  until  we  can  compel  them  to  be  kept  prop¬ 
erly,  we  shall  never  be  able  to  prevent  corporate  abuses, 

'  Cf.  F.  E.  Barker  in  Proceedings  of  Association  of  Officials  of 
Bureaus  of  Labor  Statistics,  Tweltb  Convention,  1896,  p.  114. 
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or  to  discuss  the  economic  advantages  or  disadvantages 
of  either  public  or  private  ownership.  The  need  of  such 
preliminary  work  is  as  great  in  regard  to  the  publicly 
owned  works  as  in  the  case  of  the  works  owned  by 
private  corporations.  The  accounts  of  municipal  works 
now  published  are  so  imperfect  and  inaccurate  as  to  be 
useless  for  scientific  comparison.  Is  it  reasonable  to 
suppose  that  returns  made  for  the  purposes  of  the  pro¬ 
posed  investigation  from  the  same  data  will  be  any  more 
accurate  than  the  reports  now  published?  The  idea 
seems  to  me  wholly  untenable.  We  might  just  as  well 
admit  once  for  all  that  the  methods  of  accounting  by 
these  municipal  plants  (with  the  exception  of  those  in 
Massachusetts  of  which  I  shall  speak  later)  are  such  as 
to  make  it  impossible,  even  for  an  expert,  to  find  out  the 
more  important  items,  such  as  the  cost  of  manufacturing 
or  distributing,  or  the  amount  of  investment  or  of  depre¬ 
ciation.  If  the  accounts  of  any  such  plant  were  kept  at 
any  one  time  with  absolute  honesty  and  accuracy,  the 
frequent  changes  of  date  for  beginning  the  fiscal  year, 
together  with  the  frequent  changes  of  officials  and  meth¬ 
ods  of  book-keeping  would  result  in  utter  confusion  in 
the  returns  for  a  given  plant,  and  would  render  compari¬ 
son  of  the  accounts  for  different  plants  impossible. 

The  selling  price  of  gas  at  such  plants  is  usually 
known,  but  the  data  for  determining  the  cost  to  the  con¬ 
sumer  may  be  wholly  lacking  because  sufficiently  accu¬ 
rate  and  frequent  tests  of  the  illuminating  power  and 
purity  of  the  gas  are  not  made  and  recorded. 

In  the  case  of  the  works  under  public  ownership  in 
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Massachusetts,  the  state  commission,  established  in  1885, 
has  required  a  uniform  fiscal  year,  and  has  done  much 
by  patient,  wise  and  long-continued  effort  to  educate  the 
municipal  authorities  up  to  uniform,  intelligible  and  sci¬ 
entific  accounting  and  reporting.  But  even  here  the 
cities  and  towns  still  have  much  to  learn  in  these  par¬ 
ticulars.  The  commission  has  always  maintained  that 
the  imperfections  referred  to  above  have  heretofore  pre¬ 
vented  fuller  publication  of  returns  from  such  works, 
and  has  promised  us  more  extended  publication  in  its 
forthcoming  report. 

But  let  us  turn  our  attention  to  the  much  larger  por¬ 
tion  of  the  field  occupied  by  the  private  corporations. 
Here  we  find  substantially  all  the  evils  and  imperfections 
mentioned  in  connection  with  the  public  works.  In  addi¬ 
tion  to  all  these,  we  find  the  insurmountable  difficulty  that 
facts  as  recorded  in  the  books  of  the  companies,  are  regard¬ 
ed  by  those  in  charge  of  them  as  the  legitimate  trade 
secrets  of  a  strictly  private  business.  Of  course,  this 
view  does  not  conform  to  the  economic  and  social  needs 
of  our  age.  Speaking  broadly,  however,  if  we  leave  out 
of  view  some  very  recent  statutes  of  Massachusetts,  we 
may  say  that  the  law  supports  this  view*  and  that  it  is  a 
logical  outcome  of  the  past  dealings  of  the  American 
people  with  this  industry.  Intrenched  behind  this  be¬ 
lief,  and  the  decisions  supporting  it,  the  companies,  fear¬ 
ing  competition  if  the  facts  become  known,  have  resisted 
successfully  so  far  every  attempt  on  the  part  of  scien¬ 
tific  investigators,  rival  companies,  agitators,  promoters, 

*  Cf,  Cominonwealih  v.  Lowell,  (Mass.),  Gas  Light  Co.,  12  Allen,  75. 
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city  councils,  legislative  investigating  committees,  state 
labor  bureaus,  the  courts  of  justice  and  all  the  rest  of  the 
world  to  get  at  the  facts. 

Scientific  opinion  is  unanimous  in  the  belief  that  gas 
in  any  given  locality  should  be  furnished  by  a  monoply, 
and  that  all  unregulated  private  monoply  sooner  or  later 
leads  to  oppression  and  abuses.  The  obvious  conclusion 
is  that  regulated  private  monopoly  or  public  ownership  are 
the  only  alternatives.  But  the  average  American  citizen 
makes  no  distinction  between  regulated  and  unregulated 
monopoly,  and  has  but  little  faith  in  the  ability  of  our 
government  to  regulate  any  private  interest.  He  there¬ 
fore  regards  the  gas  company  as  an  actual,  but  not  a 
necessary,  monopoly,  and  is  constantly  in  a  hostile  atti¬ 
tude  towards  it.  His  chief  weapon  is  legislation  looking 
towards  the  reduction  of  the  profits  of  the  company, 
without  knowing  what  those  profits  are  at  present.  The 
result  is  perpetual  warfare  and  competing  companies. 
The  business  has  been  so  profitable  that  the  managers 
have  preferred  buying  off  rival  companies  to  making 
their  affairs  known  to  the  public.  This  has  opened  the 
way  for  wholesale  blackmail  on  the  part  of  corrupt 
legislators,  counsellors  and  promoters.  Consequently 
rival  companies  are  created  solely  for  the  purpose  of 
selling  out.  The  hope  of  continued  high  profits  makes 
the  companies  want  to  keep  their  accounts  secret,  while  a 
blind  belief  in  competition  on  the  part  of  the  public, 
and,  where  that  fails,  a  belief  that  injury  or  threatened  in¬ 
jury  to  the  company  will  make  it  come  to  terms  advanta¬ 
geous  to  the  public,  prevents  any  rational  attempt  to 
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get  at  the  facts.  Much  abuse  has  been  heaped  upon  the 
companies  for  their  alleged  unfairness  in  dealing  with 
the  public.  The  fact  is  that  the  men  in  charge  of  the 
companies  are  no  worse  and  no  better  than  other  men. 
It  would  probably  be  easy  to  match  every  outrage  per¬ 
petrated  by  the  companies,  by  one  committed  by  the 
public  against  the  companies. 

Not  all  our  states  reserve  the  formal  right  of  ascer¬ 
taining  what  private  corporations  do  by  an  actual  in¬ 
spection  and  audit  of  their  books,  or  require  by  statute 
that  corporation  books  be  kept  in  such  a  manner  as  to 
render  such  audit  of  any  practical  value  where  it  exists. 
The  frequently  recurring  statutory  provision  requiring 
the  corporations  to  make  sworn  returns  is  degrading,  as 
well  as  useless,  where  no  right  and  practice  of  verifying 
such  returns  by  actual  inspection  of  books  exist.  Where 
the  right  of  public  audit  nominally  exists,  the  provision 
usually  becomes  merely  a  dead  letter  because  of  the 
general  weakness  of  our  state  governments  and  the 
universal  hostility  of  the  companies  to  the  enforcement 
of  the  right. 

Massachusetts  alone  has  actually  succeeded  in  finding 
out  what  her  private  corporations  do.  But  in  the  case 
of  the  gas  companies  this  was  possible  only  under  a 
tacit  agreement  between  the  companies  and  the  commis¬ 
sion  that  the  information  obtained  should  not  be  made 
public.  The  commission  has  been  severely  criticised 
for  not  publishing  the  returns  made  to  it  by  the  com¬ 
panies.  This  criticism  seems  to  me  without  any  just 
foundation.  The  legal  right  of  the  commission  to  make 
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such  publication  cannot  be  questioned.  But  the  publi¬ 
cation  would,  in  my  opinion,  have  destroyed  the  useful¬ 
ness  of  the  commission,  and  would  have  prevented  it 
from  accomplishing  what  seems  to  me  not  only  the  best 
work  the  commission  has  ever  done,  or  could  have  done, 
but  also  the  most  important  work  yet  done  in  the  United 
States  in  the  line  of  controlling  private  corporations. 
The  commission,  at  the  very  start,  recognized  what  the 
whole  American  public  must  learn  before  the  corporation 
problem  is  solved — I  mean  that  no  reforms  were  possible 
without  the  consent  of  the  corporations.  The  result 
was  that  this  commission,  which  was  clothed  at  the 
same  time  with  the  widest  powers,  and  also  the  widest 
discretion,  set  about  reforming  the  book-keeping,  ac¬ 
counting,  reporting,  and  industrial  management  of  the 
companies.  In  this  good  work  the  companies  heartily 
cooperated,  with  the  distinct  understanding  that  no  pub¬ 
lication  of  the  individual  returns  would  be  made  to  the 
possible  detriment  of  the  companies,  and  that,  so  long 
as  the  management  was  honest  and  capable,  and  profits 
within  the  bounds  of  reason,  the  companies  would  be 
defended  by  the  commission  from  competition  and  raids. 
The  result  has  not  been  all  that  could  be  desired,  but 
has,  apparently,  been  all  that  could  reasonably  be  ex¬ 
pected  under  all  the  circumstances.  Inter-state  compli¬ 
cations  and  outside  speculation  under  the  protection  of 
the  laws  in  other  states,  have  brought  enormous  difficul¬ 
ties  to  the  work  of  the  commission.  But  it  is  not  too 
much  to  say  that,  for  the  first  time  in  America,  the 
managers,  at  least,  of  the  industry  have  been  induced  to 
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put  their  affairs  in  order,  and  are  able  themselves  to  say 
what  it  costs  economically  to  make  and  distribute  gas 
under  normal  conditions.  Vast  amounts  of  money  have 
been  saved  the  public  by  the  prevention  of  so-called 
competition,  for  which,  of  course,  the  public  always  ulti¬ 
mately  pays.  Over-capitalization  of  existing  companies, 
while  not  absolutely  abolished,  has  been  greatly  checked, 
and  in  some  cases  actually  reduced,  to  the  great  advant¬ 
age  of  the  public.  But,  better  still,  more  careful  in¬ 
dustrial  management  has  been  developed.  At  the  same 
time  much  valuable  scientific  information  has  been 
given  to  the  public,  while  all  the  facts  in  the  case  have 
been  put  into  scientific  form,  and  have  forever  passed 
from  the  exclusive  control  of  the  interested  parties — the 
companies.  It  is  true  that  the  greater  part  of  this  valu¬ 
able  information  is  yet  locked  up  in  the  State  House  at 
Boston.  But  some  day,  when  both  the  companies  and 
the  public  become  a  little  better  educated,  the  data  will 
all  be  published.  Meantime  the  indirect  effects  of  the 
reports  of  the  commission  and  of  officers  and  employes 
of  the  Massachusetts  companies  passing  from  these  well 
managed  companies  to  those  outside  the  state  can 
scarcely  be  estimated. 

The  attempts  to  settle  the  relations  of  these  compa¬ 
nies  elsewhere  by  penal  statutes,  and,  by  compensation 
clauses  and  contract  at  private  law,  have  always  proved 
futile,  and  from  the  nature  of  the  case  must  continue 
to  do  so  as  long  as  a  knowledge  of  the  facts  of  the  in¬ 
dustry  is  all  on  one  side.  This  is  doubly  true  when 
that  side  consists  of  a  few  shrewd  men  who  are  able 
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to  combine  to  carry  out  a  definite  policy.  The  popular 
theory  grants  the  advantage  of  the  companies,  but 
falsely  ascribes  it  to  the  superior  wickedness  of  those 
engaged  in  this  industry.  This  exclusive  knowledge  of 
the  facts  enables  the  gas  interests  to  disprove  or  at  least 
cast  doubt  upon  every  claim  advanced  for  compensation 
to  the  public.  This  is  done,  too,  without  giving  enough 
of  the  secrets  of  the  company  to  the  public  to  give  it  an 
advantage  in  future  negotiations.  The  temptations 
under  which  such  a  system  places  those  engaged  in  the 
industry  are  apparent,  and  are  much  greater  than  any 
civilized  gov'ernment  ought  to  place  upon  its  subjects. 
In  this  perpetual  warfare,  each  party  tries  to  get  all  it 
can  from  the  other.  The  morals,  manners,  and  methods 
but  not  the  strength,  of  the  parties  are  substantially  the 
same. 

If  it  be  true  that  the  companies  are  at  present  stronger 
than  the  state,  it  follows  that  compromise  with  them  is 
the  only  rational  method.  But  is  any  compromise  in 
anywise  favorable  to  the  public  possible?  It  follows 
from  what  has  already  been  said  that  contract  at  private 
law  is  no  solution  of  the  problem.  The  conditions  of  a 
fair  contract  are  destroyed  by  the  unequal  positions  of 
the  parties.  Any  contract  under  such  conditions  into 
which  the  companies  may  be  temporarily  forced,  will 
be  either  evaded  or  modified  at  the  instigation  of  the 
companies,  as  soon  as  it  proves  unfavorable  to  them. 
There  is  but  one  solution,  then,  if  we  are  not  to  rush 
into  the  experiment  of  public  ownership  without  any 
facts  on  which  to  justify  the  undertaking  of  such  an  ex- 
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periment.  That  solution  is  monopoly  regulated  not  by 
contract  but  by  the  sovereign  power  of  the  state,  and, 
in  the  name  of  the  state.  The  road  to  such  control  lies 
through  public  inspection  and  effective  audit.  That 
audit  can  be  made  effective  only  by  the  consent  and  co¬ 
operation  of  the  companies.  To  gain  that  consent  we 
must  grant  the  companies  compensation  in  the  form  of 
undisturbed  monopoly,  and,  for  the  present,  high  profits. 
For  an  ultimate  reduction  of  profits  below  what  the  com¬ 
panies  are  now  striving  for,  is  inevitable  under  such 
a  system  of  public  audit.  It  will  be  said  that  the 
companies  will  oppose  such  legislation  as  bitterly  as 
they  have  opposed  all  previous  attempts  at  regulation. 
That  such  legislation  to  be  successful  must  proceed  ten¬ 
tatively,  slowly,  and,  with  a  provision  for  high  profits 
for  some  time  to  come,  is  perfectly  plain.  But  most  of 
the  larger  gas  properties  are  managed  speculatively, 
and,  besides,  the  interested  parties  are  beginning  to  feel 
that  some  concessions  to  popular  demands  are  inevita¬ 
ble.  Under  these  circumstances,  those  in  charge  of  the 
interests  are  ready  to  compromise  in  good  faith  along 
the  lines  suggested.  For,  although  they  foresee,  as  a 
result  of  an  honest  and  efficient  public  audit  an  ultimate 
reduction  of  profits,  they  much  prefer  that  such  a  re¬ 
duction,  if  it  must  come,  should  take  effect  at  some  in¬ 
definite  future  time,  and  after  the  present  managers 
have  had  time  to  forecast  it,  and  consequently  to  adjust 
themselves  to  it,  rather  than  to  submit  to  expropriation 
or  a  sudden  and  immediate  reduction  of  profits  as  a 
result  of  hostile  legislation. 
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The  duty,  then,  of  the  disinterested  student  in  the 
present  crisis  is  to  attempt  to  educate  public  opinion  up 
to  this  method  of  procedure.  But  this  means  a  very 
gradual  reform,  and  that  is  exactly  what  the  average 
citizen  will  not  at  present  tolerate.  His  program,  espe¬ 
cially  if  he  be  in  politics,  is  always  an  immediate  reduc¬ 
tion  of  charges  to  the  public,  with  a  corresponding  low¬ 
ering  of  profits.  In  this  he  demands  an  impossibility. 
Such  an  attitude  towards  the  companies  doubtless  tends 
to  lower  the  possible  profits  of  unregulated  monopoly  ; 
but,  at  the  same  time,  it  tends  to  keep  the  economic  cost 
of  the  service  high.  This  is  the  point  of  vital  interest 
to  the  public  welfare. 

It  follows  from  what  has  been  said  that  rational,  sci¬ 
entific,  discussion  of  the  advantages  or  disadvantages  of 
public  ownership  is  at  present  entirely  out  of  the  ques¬ 
tion.  The  facts  for  such  a  discussion  are  wholly  lack¬ 
ing.  The  preliminary  work,  referred  to  above,  must  be 
done  before  that  question  can  be  passed  upon.  But 
when  this  preliminary  work  of  getting  at  the  facts  shall 
have  been  accomplished,  it  is  not  impossible  that  the 
mere  light  of  publicity  will  destroy  the  more  important 
abuses,  against  which  the  agitation  for  public  ownership 
is  aimed.  It  may,  in  fact,  be  seen  that  the  present  evils 
result  largely  not  from  the  form  of  ownership,  but  from 
this  secrecy  and  the  evils  growing  directly  out  of  it.  If 
that  should  prove  to  be  the  case,  the  occasion  for  public 
ownership  will  disappear  with  the  secrecy. 

In  the  light  of  these  considerations,  what  can  we  ex¬ 
pect  from  the  proposed  investigation  into  the  facts  of 
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this  industry  under  the  direction  of  the  United  States 
Commissioner  of  Labor.  I  am  unable  to  share  com¬ 
pletely  the  optimistic  hopes  of  that  distinguished  official 
in  regard  to  the  positive  information  likely  to  be  ob¬ 
tained.  But  as  an  important  and  necessary  step  in  the 
process  of  education  outlined  above,  I  welcome  the  in¬ 
vestigation.  I  have  no  doubt  that  some  positive  results 
of  value  will  be  attained.  I  am  sure,  also,  that  if  the 
result  were  to  be  wholly  negative,  the  effort  would  be 
worth  all  it  costs. 

Mr.  Wright :  In  answer  to  the  remarks  of  the  various 
gentlemen,  which  remarks  have  interested  me  greatly,  I 
would  simply  say  that  I  have  had  some  experience  in 
getting  at  the  cost  of  production.  So  far  as  the  United 
States  Department  of  Labor  is  concerned,  it  is  not  ex¬ 
pected  that  much  information  will  be  obtained  from  the 
officers  of  the  companies  through  correspondence.  This 
method  generally  proves  a  failure.  We  send  experts  to 
examine  the  books,  and  in  all  instances  it  is  found  that 
there  are  many  private  corporations  patriotic  enough  to 
open  their  books  to  the  Department’s  experts  and  to  help 
in  every  way  possible.  Of  course,  there  will  be  no  dif¬ 
ficulty  in  getting  at  the  books  of  municipal  plants.  So, 
even  if  the  difficulties  are  as  great  as  outlined  by  some 
of  the  gentlemen  who  have  spoken,  I  assure  you  they 
have  been  anticipated  and,  so  far  as  possible,  overcome. 
The  investigation  will  be  a  success ;  if  not,  it  will  be 
the  first  failure  of  the  Department.  If  it  is  a  failure,  it 
must  be  in  some  respects  a  success. 
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Mr.  M.  S.  Greenough  :  *  I  did  not  intend  to  make  a 
speech  and  it  is  owing  to  a  betrayal  of  confidence  that  I 
do  so.  It  is  true  that  I  was  connected  with  the  establish¬ 
ment  of  the  Massachusetts  Gas  Commission.  I  was  at 
that  time  in  the  service  of  the  Boston  Gas  Light  Com¬ 
pany.  The  commission  was  created  too  late  to  prevent 
the  introduction  into  Boston  of  the  Bay  State  Company 
and  its  stock  watering  manoeuvers,  but  for  the  state  at 
large  it  has  been  an  unquestioned  benefit.  It  not  only 
lifts  the  veil  from  the  mysteries  of  gas  making,  but  it 
affords  a  remedy  to  the  consumer  against  injustice,  of 
protection  to  the  companies  against  piratical  raids. 
Give  the  companies  assurance  that  they  will  not  be  in¬ 
terfered  with  in  the  legitimate  prosecution  of  their  busi¬ 
ness  and  those  of  them  who  are  already  acting  fairly 
will  be  glad  to  show  their  figures,  and  those  who  are 
not  can  be  compelled  to  do  so.  To  ask  them,  however, 
in  their  unprotected  condition  to  go  into  any  details 
which  may  be  used  against  them  afterwards,  would  be 
only  waste  of  time.  As  to  municipalities  supplying  gas, 
while  it  is  theoretically  a  possibility,  practically  it  has 
been  a  failure  in  this  country  for  reasons  which  I  need 
not  go  into.  I  think  it  will  be  some  time  before  any 
city  or  town  in  Ohio  will  sell  its  gas  at  seventy-five 
cents  as  we  do  here,  and  show  a  profit  in  the  transaction. 

*  President  of  the  Cleveland  Gas  Light  and  Coke  Co. 
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ABSTRACT  OF  PAPER  BY  PROFESSOR  A.  T  HADLEY,  YALE  UNIVERSITY. 

In  times  past  we  distinguished  taxes,  which  were 
payments  to  the  government  for  public  purposes,  and 
prices,  which  were  payments  to  individuals  for  specific 
services.  To-day  there  is  coming  into  increasing  promi¬ 
nence  an  intermediate  form  of  payments  which  we  may 
call  rates.  Charges  made  by  the  post-office  for  carrying 
letters,  by  the  municipality  or  by  the  water  company  for 
water  service,  charges  made  by  the  telegraph  company 
for  messages  or  by  the  railroad  company  for  shipments, 
belong  to  this  class.  In  one  sense  they  are  payments 
for  specific  services  ;  if  you  are  ready  to  do  without  the 
service  you  do  not  have  to  pay  the  charge.  In  another 
sense  they  do  not  belong  to  this  category  ;  for  they  are 
contributions  to  a  mass  of  general  expenses  rather  than 
compensations  for  specific  expenses  incurred  in  each  in¬ 
dividual  service. 

Rates  are  like  taxes  in  being  contributions  for  a  pub¬ 
lic  purpose.  The  law  recognizes  this  public  character 
by  allowing  the  railroads  or  water  companies  to  con¬ 
demn  land.  Just  as  the  members  of  a  local  group  are 
taxed  by  the  municipality  for  the  general  expenses  of 
running  the  city,  so  the  members  of  an  industrial  group 
are  taxed  by  the  railroad  administration  for  general  ex¬ 
penses  of  the  railroad.  It  makes  very  little  difference 
with  the  character  of  the  transaction  whether  the  rail¬ 
road  be  owned  by  a  private  corporation  or  by  the  state. 
The  difference  between  state  and  private  roads  is  not 
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nearly  so  much  in  their  traffic  management  as  in  their 
financial  relations. 

A  rate  however  is  unlike  a  tax  in  at  least  one  very 
important  particular.  To  avoid  a  tax  you  must  change 
your  abode ;  to  avoid  paying  a  rate  you  need  only  dis¬ 
pense  with  the  receipt  of  the  service.  If  I  do  not  wish 
to  pay  the  postage,  I  need  not  send  the  letter.  This 
voluntary  character  of  the  transaction  makes  the  rate, 
from  the  consumer’s  standpoint,  conform  to  the  law  of 
marginal  utility,  although  the  collective  quality  of  the 
expense  involved,  from  the  producer’s  standpoint,  re¬ 
moves  the  rate  largely  or  wholly  from  the  operation  of 
the  law  of  marginal  cost.  It  is  'a  charge  based  on  bene¬ 
fit  if  looked  at  in  one  way,  and  a  tax  based  on  ability 
if  looked  at  in  another  way. 

Perhaps  the  most  important  distinction  between  rates 
and  ordinary  taxes  is  the  method  adopted  for  ascertain¬ 
ing  ability.  It  is  an  experimental  one.  Reduce  the 
rates  and  see  if  the  traffic  expands  sufficiently  to  make 
good  the  loss.  If  it  does,  then  the  old  rate  was  too  high 
for  the  rate-payers’  ability.  This  is  the  principle  of 
charging  what  the  traffic  will  bear  ;  and  when  applied 
it  is  probably  a  better  method  of  adjusting  burdens  to 
ability  than  any  other. 

But  with  agents  as  we  find  them  it  is  not  certain  to 
be  applied  intelligently.  Hence  the  legitimate  demand 
for  rate  regulation.  The  corporations’  resistance  to  this 
legitimate  demand  often  precipitates  a  conflict  which 
leads  to  a  struggle  for  reduction  of  profits — a  very 
much  less  intelligent  procedure.  Examples  of  its  evil 
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effect  are  seen  in  the  pooling  clause  of  the  Interstate 
commerce  act,  and  in  the  unintelligent  demand  for 
state  ownership  of  many  monopolies  which  are  probably 
better  off  in  private  hands. 

We  are  accustomed  to  speak  of  our  great  industrial 
monopolies  as  private  property  affected  with  a  public 
use.  It  would  perhaps  be  more  truthful  and  more  salu¬ 
tary  to  invert  this  conception  and  consider  them  as 
public  functions  delegated  to  private  management.  We 
should  not  think  of  rate  regulation  as  an  encroachment 
on  private  rights  of  private  property,  but  of  rate-making 
as  an  extension  of  its  functions. 


Discussion. 


Dr.  Victor  Rosewater  :  While  I  do  not  want  to  take 
direct  exception  to  what  Professor  Hadley  has  said,  I  think 
there  are  two  or  three  points  which  have  not  been 
brought  out  in  their  proper  light.  With  respect  to  the 
voluntary  character  of  rates,  and  the  involuntary  char¬ 
acter  of  taxes,  the  distinction  is  by  no  means  so  sharp 
as  Professor  Hadley  would  lead  us  to  believe.  He  men¬ 
tioned  special  assessments  as  resembling  rates  in  their 
voluntary  character.  Although  historically  special  as¬ 
sessments  were  originally  voluntary  payments,  they  are 
so  no  longer.  Formerly  when  a  sidewalk  was  ordered 
laid,  the  assessment  was  levied  only  in  case  the  owner  of 
the  abutting  property  did  not  care  to  build  it  himself  or 
have  it  built  by  private  contract.  Now,  in  most  Ameri¬ 
can  cities,  the  sidewalk  is  built  and  the  expense  charged 
against  his  property  whether  he  wants  the  sidewalk  or 
not  and  whether  he  wants  to  pay  or  not. 
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The  same  is  true  with  reference  to  certain  rates.  We 
are  told  that  if  a  man  does  not  want  to  pay  two  cents 
for  the  transmission  of  a  letter  he  need  not  send  the  let¬ 
ter.  But  this  is  not  true.  The  post-office  looks  at  the 
sender  of  a  letter  entirely  impersonally.  If  the  letter  is 
sent,  two  cents  must  be  paid.  The  sender  of  every  let¬ 
ter  must  pay  two  cents.  There  is  nothing  voluntary 
about  it.  He  is  even  prohibited  by  law  from  sending  it 
in  any  other  way.  It  is  a  little  different  with  express  rates. 
There  the  parcel  may  be  sent  through  one  of  several 
competing  express  companies,  or  perhaps  by  post,  and  if 
the  sender  is  dissatisfied  with  the  rate  he  may  try  else¬ 
where.  Illustrations  might  be  multiplied  indefinitely. 

If  we  extend  our  survey  a  little,  therefore,  we  discover 
that  it  is  rather  the  exclusiveness  or  non-exclusiveness 
of  the  service  that  determines  whether  the  rate  resem¬ 
bles  a  tax  or  a  price.  Where  there  is  complete  or  ap¬ 
proximate  monopoly,  the  charge  largely  resembles  a  tax  ; 
where  there  is  competition,  it  resembles  a  price.  The 
question,  then,  it  seems  to  me,  becomes  this  :  Shall  the 
rates  be  fixed  by  experiment  of  the  government  itself, 
or  by  experiment  of  private  individuals  or  corporations 
free  from  all  restraint,  or  by  experiment  of  private  indi¬ 
viduals  or  corporations  subject  to  regulation  by  public 
officials  responsible  and  accountable  to  the  public  ?  I 
do  not  care  to  enter  into  a  discussion  of  this  broad  sub¬ 
ject  here,  but  it  seems  to  me  to  be  the  vital  question  to 
which  this  discussion  is  really  preliminary. 


Mr.  Harry  T.  Newcomb :  According  to  Professor 
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Hadley’s  paper  and  the  great  value  to  which  it  is  en¬ 
titled,  it  seems  to  me  desirable  to  call  attention  in  this 
place  to  some  of  the  obstacles  to  the  application  of 
scientific  principles  to  railway  rate-making  in  this 
country  and  at  the  present  time.  Systematically  and 
profitably  to  carry  out  any  satisfactory  principles  of 
rate-making,  it  will  be  necessary  to  be  able  to  deal  with 
the  railways  of  the  country,  or  at  least  those  in  certain 
extended  regions,  practically  as  with  a  unit.  This  can 
not  now  be  done.  Seven  or  eight  hundred  boards  of 
directors  employ  one  knows  not  how  many  officials  of 
varying  grades,  each  endowed  with  more  or  less  inde¬ 
pendent  rate-making  authority.  The  rates  of  one  line, 
adjusted  profitably  and  so  far  as  its  own  patrons  are  con¬ 
cerned  equitably,  may  and  frequently  do  make  the 
similarly  adjusted  rates  of  another  carrier  which  trans¬ 
ports  goods  that  compete  in  a  common  market  relatively 
unreasonable  and  unjust.  There  are  also  conditions, 
one  need  not  say  how  frequent,  which  make  it  desira¬ 
ble  to  extend  transportation  facilities  to  regions  which 
cannot  for  a  time  furnish  traffic  in  paying  quantities. 
In  the  postal  service  this  is  accomplished  by  charging 
the  balance  of  expenses  over  receipts  of  the  sparsely 
populated  districts  upon  those  in  which  population  is 
more  dense  and  the  service  consequently  more  profita¬ 
ble.  How  far  a  similar  practice  would  be  justified  in 
connection  with  railway  transportation  is  problematic, 
but  it  is  certain  that  it  is  desirable  in  many  instances  to 
extend  transportation  facilities  to  regions  in  which  they 
cannot  be  secured  at  all  through  independent  corpora- 
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tions,  or,  if  obtained,  are  supplied  under  speculative 
conditions  that  unreasonably  enhance  their  cost, — a  cost, 
be  it  understood,  which  must  finally  and  inevitably  be 
recompensed  by  the  public  in  charges  for  railway 
services. 

These  obstacles  are  accentuated  by  anti-pooling  laws, 
but  no  pooling  arrangement  yet  proposed  will  entirely 
eliminate  them,  as  nothing  less  than  the  practical  unifi¬ 
cation  of  railway  facilities  can  accomplish  that  result. 

Professor  F.  W.  Taussig :  Professor  Hadley,  with  his 
usual  acuteness  and  ability,  has  called  attention  to  the 
mode  in  which  a  series  of  charges  or  payments,  some 
made  to  the  state,  some  made  to  corporations  or  even  to 
private  individuals  shade  into  each  other  by  slight  gra¬ 
dations  ;  and  he  has  suggested  a  point  where  he  would 
draw  a  significant  line  of  division.  The  fundamental 
question  is,  how  far  the  likenesses  on  either  side  of  the 
line  outweigh  the  differences,  and  which  sets  of  pay¬ 
ments  on  the  whole  most  resemble  each  other.  I  think 
I  should  be  disposed  to  draw  the  line  at  a  different  point 
from  that  suggested  by  him.  In  some  cases  the  state 
gives :  in  other  ca.ses  the  state  sells.  When  it  sells, 
(say,  water,  or  postal  services,)  its  charges  doubtless  are 
mainly  analogous  to  those  of  a  railway  company  which 
sells  transportation  services.  But  when  it  gives, — for 
example,  when  it  furnishes  schools  gratis,  the  conven¬ 
iences  of  public  highways  gratis,  police  protection 
gratis, — the  charge  by  way  of  taxation  seems  to  me 
fundamentally  different.  When  I  say  that  it  gives,  I 
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mean,  of  course,  that  it  gives  to  the  individual  beneficiary, 
asking  no  questions  as  to  whether  he  as  an  individual 
has  paid  or  has  not  paid. 

Obviously  this  is  not  the  situation  when  two  cents  is 
charged  for  carrying  every  letter,  and  so  much  a  year 
for  the  water  furnished  by  a  city.  lu  these  cases  we 
have  prices,  which  seem  to  me  very  different  from  taxes. 
Railway  rates  and  other  corporation  charges  doubtless 
present  many  points  of  resemblance  to  public  prices, 
but  they  seem  to  me  fundamentally  different  from  taxes. 

Another  point  may  be  mentioned.  No  doubt  it  is 
true  that  a  railway  rate  is  not  regulated  by  the  cost  of 
the  specific  service.  But  this  seems  to  me  to  be  ex¬ 
plained  not  by  the  fact  that  railway  charges  are  anala- 
gous  to  taxes,  where  also  there  is  no  precise  correspond¬ 
ence  of  cost  with  price,  but  by  the  fact  that  a  railway’s 
expenses  are  so  largely  joint  expenses.  The  explanation 
of  the  phenomenon  lies  in  the  character  of  railway 
operations  and  the  impossibility  of  apportioning  ex¬ 
penses  to  specific  services,  rather  than  in  the  analogy  of 
a  railway  to  a  public  body  levying  taxes.  To  refer  to 
an  illustration  which  I  have  already  used  in  print :  the 
different  articles  which  we  get  from  cattle, — meat,  fat, 
hides,  horns, — are  produced  at  joint  cost,  and  therefore 
no  one  of  them  is  sold  at  a  price  regulated  by  the  spe¬ 
cific  expense  of  producing  it.  It  does  not  follow,  how¬ 
ever,  that  the  price  of  beefsteak  is  regulated  by  the 
same  principles  as  those  which  underlie  taxes. 

Professor  T.  N.  Carver :  We  as  economists  are  so  ac- 
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customed  to  emphasize  the  difference  between  competi¬ 
tion  price  and  monopoly  price  that  I  suppose  one  takes 
his  life  in  his  hands  when  he  ventures  to  protest  against 
such  a  distinction.  Yet  at  the  risk  of  being  a  voice  crying 
in  the  wilderness,  I  insist  that  there  is  no  real  difference. 
We  are  told  that  the  cost  of  production  fixes  competition 
price  and  that  monopoly  price  is  determined  by  the  prin¬ 
ciple  of  largest  net  returns.  But,  in  reality,  every  estab¬ 
lishment  whether  producing  under  competitive  or  mo¬ 
nopolistic  conditions  sells  on  the  same  principle.  They 
all  seek  the  largest  net  returns.  But  it  so  happens  that 
in  the  case  of  an  establishment  producing  under  competi¬ 
tive  conditions,  the  largest  net  returns  are  secured  by  sell¬ 
ing  at  or  near  the  cost  of  production.  But  in  the  case  of 
a  monopoly,  it  does  not  happen  that  the  largest  net  re¬ 
turns  are  secured  by  selling  at  the  cost  of  production, 
but  usually  at  some  point  above.  The  essential  princi¬ 
ple  is  the  .same  in  both  cases,  and  the  fact  that  competi¬ 
tion  price  roughly  corresponds  in  some  cases  to  the  cost 
of  production  is  incidental.  Therefore  we  cannot  fairly 
say  that  there  is  any  one  class  of  prices  with  which 
taxes  are  to  be  compared.  If  any  comparison  is  to  be 
made  it  must  be  with  prices  as  a  whole  and  not  with 
monopoly  prices  alone. 

It  seems  to  me  that  the  similarity  between  taxes  and 
prices,  monopoly  prices  if  you  choose,  begins  and  ends 
right  here.  There  is  a  point  above  which  taxes  may  not 
go  without  loss  of  revenue.,  just  as  there  is  a  point 
above  which  prices  may  not  go  without  loss  of  profits. 
But  beyond  this  the  resemblance  fails  and  we  come  im- 
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mediately  to  an  important  difference.  It  is  this :  pri¬ 
vate  establishments  always  try  to  put  prices  high 
enough  to  secure  the  highest  net  returns,  whereas  the 
state  does  not  seek,  and  seldom  reaches  that  limit  in  the 
levying  of  taxes.  It  seeks  rather  to  put  the  tax  as  low 
as  is  consistent  with  the  fiscal  needs  which  it  is  designed 
to  supply. 

Professor  Hadley :  I  am  not  quite  ready  to  leave  the 
matter  with  Mr.  Taussig.  The  question  is  not  whether 
the  resemblances  or  the  differences  are  more  important ; 
but  whether  a  line  of  division  can  be  profitably  drawn 
between  payments  made  for  things  whose  cost  can  be 
ascertained  and  things  whose  cost  cannot  be  ascertained. 
You  can  find  out  the  cost  of  a  coat ;  but  God  Almighty 
does  not  know  how  much  it  costs  to  haul  a  car  load  of 
nails  from  Chicago  to  San  Francisco.  Hence  we  pay  a 
price  for  our  coats ;  while  we  pay  something  which  is 
more  like  a  tax  for  our  railroad  shipments. 


Discussion. — The  Relation  of  the  Teaching  of 
Economic  History  to  the  Teaching  of  Politi¬ 
cal  Economy. 

LED  BY  PROFESSORS  HENRY  B.  GARDNER,  BROWN  UNIVERSITY,  HENRY'  R. 
SEAGER,  UNIVERSITY  OF  PENNSYLVANIA,  AND  GEORGE  W.  KNIGHT,  OHIO  STATE 
UNIVERSITY. 

Professor  Gardner :  Recognizing  fully  the  necessity  of  • 
carrying  the  study  of  economic  history  into  the  most 
advanced  stages  of  instruction  in  economics,  the  purpose 
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of  this  paper  is  to  urge  the  importance  of  including 
systematic  instruction  in  economic  history  in  the  general 
introductory  course  usually  given  in  our  colleges. 

The  purpose  of  such  a  course,  at  least  for  those  stu¬ 
dents  (usually  in  the  majority)  who  do  not  take  advanced 
work,  and,  I  believe,  for  those  who  do  as  well,  should  be 
to  develop  the  capacity,  so  far  as  possible,  to  form  intel¬ 
ligent  and  broad-minded  judgments  on  the  economic 
questions  which  are  constantly  forcing  themselves  on 
the  attention  of  the  community.  To  accomplish  this 
purpose  it  is  necessary  to  give  the  student  certain  infor¬ 
mation,  to  point  out  the  more  available  sources  whence 
this  stock  of  information  may  be  increased,  and  to  g^ve 
him  some  training  in  methods  of  economic  observation 
and  analysis.  The  information  given,  it  seems  to  me, 
should  include  i,  a  description  of  the  most  essential 
features  of  the  structure  and  working  of  the  economic 
organism  ;  2,  a  statement  of  the  main  principles  or  laws 
revealed  by  an  analysis  of  those  forces  which  are  funda¬ 
mental  under  the  existing  system  ;  3,  an  outline  of  the 
principal  elements  of  strength  and  weakness  in  this 
system  and  of  the  more  important  plans  for  modifying 
it.  Instruction  has  generally  been  concentrated  on 
economic  analysis  and  its  results,  the  structure  of  the 
economic  organism  and  the  elements  of  strength  and 
weakness  in  the  existing  system  being  treated  not 
systematically  but  incidentally,  for  the  purpose  of  illus¬ 
trating,  or  showing  the  limitations  or  bearing  of,  some 
piece  of  economic  analysis. 

The  failure  to  describe  systematically  and  compre- 
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hensively  the  foundations  and  structure  of  economic  life 
has  had  an  unfortunate  effect  on  the  attitude  of  students 
towards  both  economic  theory  and  questions  of  economic 
policy.  As  regards  economic  theory  the  student  is  left 
without  the  knowledge  necessary  to  estimate  correctly 
its  real  scope  and  significance,  to  see  clearly  its  relation 
to  economic  life  as  a  whole,  the  field  within  which  its 
conclusions  hold  true,  the  nature  of  the  limitations  to 
which  they  are  subject,  and  to  what  extent  they  are 
valuable  even  when  they  fail  to  explain  completely  the 
actual  phenomena  of  economic  life.  This  lack  in  the 
student’s  equipment  may  lead,  according  to  the  character 
of  his  mind,  to  either  of  two  opposite,  but  equally  un¬ 
fortunate,  results :  he  may  look  upon  economic  theory 
as  mere  theory,  having  little  bearing  on  questions  of 
actual  life,  and  hence  discard  it  altogether,  or  he  may 
treat  the  differences  between  the  conclusions  of  economic 
theory  and  the  facts  of  actual  life  as  of  minor  import¬ 
ance  and  temporary  in  character ;  he  may  even  regard 
the  conditions  ixnder  which  the  conclusions  of  economic 
theory  hold  true  as  ideal  conditions  to  which  the  facts  of 
economic  life  should  be  made,  as  nearly  as  possible,  to 
conform. 

As  regards  the  student’s  attitude  towards  practical 
problems  the  same  lack  of  knowledge  of  the  structure 
of  economic  life  leads  to  a  failure  to  distinguish  what  is 
essential  and  rigid  in  the  existing  system  from  what  is 
non-essential  and  flexible. 

If  the  view  here  set  forth  is  correct  it  follows :  i,  that 
a  description  of  the  structure  and  working  of  the 
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economic  organism  is  essential  even  in  an  introductory 
course  in  economics,  and  2,  since  the  purpose  of  such 
description  is  not  merely  to  illustrate  points  of  economic 
theory,  or  arguments  on  disputed  questions  of  economic 
policy,  but  to  develop  the  breadth  of  view  essential  to 
the  right  comprehension  of  both  theory  and  policy,  that 
it  should  deal  with  its  subject  not  piecemeal  and  inci¬ 
dentally  but  systematically  and  comprehensively. 

The  importance  of  economic  history  in  this  connec¬ 
tion  is  evident.  The  existing  economic  system  is  a 
comparatively  recent  historical  development,  it  cannot 
be  regarded  as  final  but  is  at  this  moment  undergoing 
important  changes  under  the  influence  of  forces  some  of 
which  have  been  acting  for  generations  while  others 
have  developed  only  within  a  very  recent  period.  In 
order  to  understand  what  is  characteristic  in  such  a  sys¬ 
tem,  to  estimate  justly  the  relative  importance  and  per¬ 
manence  of  the  various  elements  of  which  it  is  com¬ 
posed,  and  to  distinguish  its  controlling  tendencie.s,  it  is, 
if  not  absolutely  necessary,  at  least  e.xtremely  helpful 
to  understand  its  historical  origin  and  to  compare  it 
with  earlier  and  simpler  systems.  This  result  can  be 
best  accomplished,  I  believe,  by  a  comprehensive  view 
of  economic  history.  Disjointed  historical  references, 
however  frequent,  can  never  attain  the  same  end,  be¬ 
cause  they  can  never  give  a  view  of  the  movement 
of  economic  life  as  a  whole.  Another  great  advan¬ 
tage  of  the  study  of  economic  history  is  that  it  brings 
out,  better  than  anything  else  can  do,  the  inter¬ 
relations  of  different  phases  of  social  activity  and  thus 
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impresses  on  the  student’s  mind  the  essential  unity  of 
social  life  and  of  the  sciences  which  treat  of  it. 

As  regards  the  point  at  which  the  teaching  of  economic 
history  should  be  introduced  there  are  both  logical  and 
pedagogical  reasons  for  placing  it  at  the  opening  of  the 
course.  It  is  logical  that  the  description  of  the  economic 
organism  should  precede  the  analysis  of  the  forces  at 
work  in  it ;  it  is  pedagogically  helpful  to  familiarize  the 
student  with  the  more  easily  comprehensible  descriptive 
matter  as  a  preparation  for  the  somewhat  abstract  con¬ 
ceptions  of  economic  theory.  The  same  reasons  which 
lead  us  to  place  the  descriptive  matter  as  a  whole  before 
the  analytical  portion  of  the  work  will  lead  us  to  place 
the  history  of  economic  life  before  the  description  of 
the  existing  system  ;  such  a  treatment  not  only  enables 
the  student  to  trace  the  actual  course  of  development  of 
economic  organization,  but  by  acquainting  him  first 
with  the  simpler  forms  of  organization  which  have  pre¬ 
vailed  in  earlier  periods  it  minimizes  the  initial  difficul¬ 
ties  of  the  subject  and  prepares  the  way  for  a  readier 
comprehension  of  the  complex  economic  system  of  today. 

Professor  Henry  R.  Seager  :  The  question  under  dis¬ 
cussion  is  a  pedagogical  one,  but  of  interest  to  students 
of  political  economy  as  well  as  to  teachers  of  that  sub¬ 
ject.  Rules  laid  down  in  regard  to  the  best  plan  for 
supplementing  economic  instruction  with  instruction  in 
economic  history  should  serve  as  guides  to  private  stu¬ 
dents  as  well  as  to  college  professors.  Modern  conditions 
make  all  thoughtful  persons  students  of  economic  prob- 
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lems  and  thus  give  to  our  discussion  a  very  wide  signifi¬ 
cance. 

Looking  at  the  matter  as  a  political  economist  my  ex¬ 
perience  has  led  me  to  the  following  conclusions  : 

A.  The  outline  course  in  economic  history  which  has 
become  prominent  in  college  curricula  during  the  last 
ten  years  is  an  indication  of  dissatisfaction  with  the 
methods  of  historical  and  economic  instruction  com¬ 
monly  practiced.  Courses  in  general  history  must  be 
recast  so  as  to  assign  due  importance  to  economic  forces. 
When  this  is  done  the  one-sided  treatment  of  history 
which  we  have  in  these  outline  courses  in  economic 
history  will  no  longer  be  needed. 

B.  The  defects  in  current  methods  of  teaching  eco¬ 
nomics  are  two  :  (i)  Instead  of  arriving  at  the  premises 
to  be  employed  in  economic  reasoning  by  the  inductive 
study  of  the  concrete  facts  of  business  life,  these  are 
presented  to  classes  as  dogmatic  propositions,  which  seem 
to  them  hypotheses  rather  than  abstractions.  (2)  Ex¬ 
clusive  attention  to  economic  theory  results  in  the  crea¬ 
tion  of  half-baked  dogmatists  instead  of  scientifically 
trained  students  of  social  phenomena. 

C.  The  remedies  for  these  two  defects  are :  (i)  To 
preface  the  study  of  the  principles  of  economics  by  a 
course  in  “  descriptive  economics.”  (2)  To  supplement 
the  theoretical  course  with  a  course  in  economic  history. 

D.  As  an  antidote  against  dogmatism,  economic  his¬ 
tory  should  be  studied  according  to  the  “  period”  and 
not  the  “  outline”  method. 

E.  Economic  history  should  also  be  studied  in  con- 
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nection  with  courses  on  the  history  of  economic 
theory  and  on  practical  economic  problems,  and  these 
should  come  at  the  end  of  the  entire  course  in 
economics. 

The  study  of  economic  history  is  not  a  necessary  or 
useful  introduction  to  the  study  of  economic  theory. 
In  fact  economic  history  itself  loses  much  of  its  force 
when  studied  in  advance  of  economic  theory.  An  ade¬ 
quate  introduction  to  the  latter  study  is  found  in  a 
description  of  the  concrete  business  phenomena  and 
business  institutions  of  the  present. 

Exclusive  attention  to  the  present,  however,  fails  to 
develop  the  historical  sense  so  essential  to  investigators 
of  social  phenomena.  The  student  is  too  apt  to  con¬ 
clude  that  the  institutions  of  to-day  always  have  been 
and  always  will  be.  To  correct  this  impression  economic 
history  ought  to  be  studied,  not  in  outline,  for  this  con¬ 
veys  the  equally  erroneous  impression  that  the  economic 
institutions  of  one  epoch  developed  out  of  the  economic 
institutions  of  the  preceding  epoch  ;  but  with  reference 
to  some  well-defined  period.  Since  the  object  is  to  em¬ 
phasize  the  flexibility  of  economic  institutions,  that 
period  should  be  chosen  for  study — of  which  we  have 
adequate  knowledge — which  is  in  most  striking  contrast 
with  the  modern  period.  Such  a  period  is  that  of  the 
manorial  system  and  gilds  in  England,  or  that  of  the 
Industrial  Revolution  in  the  same  country.  It  is  be¬ 
lieved  that  the  intensive  study  of  either  one  or  both  of 
these  periods,  which  shall  emphasize  the  contrasts  with 
inodern  conditions  they  present,  will  accomplish  more 


The  Teaching  of  Economic  History. 


95 


in  the  direction  of  developing  an  historical  sense  in  the 
minds  of  students  than  the  more  exhaustive  study  of 
economic  history  according  to  the  outline  method. 
This,  however,  by  no  means  exhausts  the  service  which 
economic  history  may  render  students  of  economics. 

The  study  of  the  history  of  economic  theory  loses 
much  of  its  value  unless  accompanied  by  a  study  of  the 
economic  conditions  to  which  each  set  of  theories  owed 
its  origin.  Ricardian  economics  cannot  be  adequately 
understood  unless  the  business  England  in  which  Ri¬ 
cardo  lived  has  been  examined.  The  same  is  true  of 
every  other  great  system  of  economic  thought. 

On  the  other  hand  no  practical  economic  problem  can 
be  solved  by  reference  to  modern  conditions  and  to 
theory  alone.  In  every  case  recourse  must  be  made  to 
the  facts  of  economic  history  and  only  that  solution 
which  accords  with  the  general  trend  of  economic  de¬ 
velopment  can  be  satistory  or  lasting. 

In  conclusion,  then,  the  arrangement  of  courses  in 
economics  which  commends  itself  to  the  speaker’s  mind 
is  as  follows : 

(1)  Descriptive  Economics,  which  supplies  students 
with  the  premises  to  be  used  in, 

(2)  Theoretical  Economics. 

(3)  The  Economic  History  of  some  distinct  period 
presenting  numerous  contrasts  with  modern  conditions, 

(4)  The  History  of  Economic  Theory  interpreted  in 
the  light  of  economic  history. 

(5)  Practical  Economic  Problems,  to  be  studied  by 
reference  to  theory  and  history  alike. 
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Professor  G.  W.  Knight :  Political  economy  is  a  state¬ 
ment  and  discussion  of  the  causes  and  forces  underlying 
industrial  action  and  phenomena,  and  of  the  laws  to  which 
individuals  in  society,  consciously  or  unconsciously, 
subject  themselves  or  are  subjected  in  the  attainment  of 
industrial  purposes  and  the  fulfillment  of  industrial 
functions. 

By  economic  history  is  meant  the  history  of  the  facts 
and  changes  in  the  agricultural,  industrial  and  com¬ 
mercial  life  of  the  world  that  have  gpven  the  character 
and  tone  to  different  industrial  epochs  or  eras,  and 
which  have  produced  the  industrial  institutions  of  the 
present  time,  in  the  same  way  that  past  political  eras 
have  resulted  in  present  political  institutions  and  theo¬ 
ries.  Pre.sent  economic  theory  is  the  theory  of  an  in¬ 
dustrial  society  built  upon  and  conditioned  by  past 
industrial  and  economic  development.  Hence  it  would 
seem  essential  to  the  correct  estimate  of  the  principles 
and  maxims  of  present  political  economy  that  at  least  a 
cursory  knowledge  of  the  history  of  industrial  and 
economic  society  be  had  in  hand  as  a  basis. 

Confining  the  discussion  to  elementary  or  under¬ 
graduate  work,  I  hold  that  a  descriptive  knowledge  of 
economic  history — the  industrial  past — and  of  the  facts 
of  the  industrial  present  is  important  to  a  good  under¬ 
standing  of  the  laws  and  theory  upon  which  economic 
society  is  constructed  and  acts ;  therefore  such  study 
may  best  precede  the  study  of  political  economy. 

The  teachers  of  history  and  of  political  science  have 
already  reached  an  analogous  conclusion  as  to  the  study 
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of  political  science  and  theory.  Modern  instruction  in 
civil  government  and  civics  in  the  secondary  schools’, 
and  in  political  science  and  political  theory  in  the  col¬ 
leges  and  universities,  follows,  not  precedes,  the  more 
or  less  elaborate  study  of  general  and  political  history. 
The  report  of  the  Committee  of  Ten  before  the  National 
Educational  Association  adopts  this  order  absolutely. 
Yesterday  the  preliminary  report  to  the  American 
Historical  Association  of  its  Committee  of  Seven  ad¬ 
vocates  the  same  idea.  Everywhere  the  historical  basis 
is  insisted  on  in  teaching  political  science.  To-day  one 
would  stand  condemned  who  offered  a  course  in  political 
institutions  in  general  or  of  a  particular  state,  or  one  in 
the  theory  of  government,  to  students  who  had  no  prior 
knowledge  of  the  political  history  of  the  world  or  of  the 
particular  state.  What  the  political  scientist  has  found 
profitable  and  best  in  his  field  the  teacher  of  economics 
will  find,  is  finding,  expedient  in  the  realm  of  political 
economy. 

At  the  present  time  the  teacher  of  histoiy',  through 
no  direct  fault  of  his  own,  is  not  covering  this  portion 
or  phase  of  the  historical  field.  His  view  is  general,  or, 
if  specific,  almost  always  purely  political  or  religious  or 
constitutional.  Hence  general  courses  in  history,  even 
though  they  may  and  usually  do  precede  the  first  study 
of  political  economy,  do  not  adequately  deal  with 
economic  facts  and  changes.  It  is  true  that  in  the 
broad  sense  economic  history  is  only  a  part  of  general 
history ;  still  sufficient  emphasis  is  not  as  yet  laid  on 
the  economic  forces  and  changes  and  facts;  they  are 
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often  obscured,  slurred  over,  or  ignored  by  the  teacher 
of  history  in  his  search  for  and  exposition  of  the  mass  of 
political,  religious  and  other  facts  and  forces.  Hence 
economic  history  must,  as  yet,  be  handled  by  itself,  and 
probably  for  some  time  be  taught  by  the  instructor  in 
political  economy  rather  than  the  teacher  of  history  as 
that  term  is  usually  understood. 

Preferably  the  teaching  of  economic  history  should  be 
done  in  a  separate  preliminary  course  covering  at  least  a 
term  or  a  semester.  Where  necessary,  but  with  far  less 
satisfactory  results,  it  may  form  an  introductory  portion 
of  the  first  course  in  political  economy.  Where  four  or 
five  hours  a  week  for  a  semester  or  longer  are  allowed  for 
such  an  elementary  course  in  economics,  the  first  quarter 
of  that  time  can  be  well  used  for  a  rapid  descriptive  sur¬ 
vey  of  economic  history,  especially  of  England,  and 
possibly  for  a  brief  description  of  present  business  organi¬ 
zation.  The  use  of  economic  history,  I  take  it,  for  the 
student  of  political  economy  at  this  stage  is  not  merely 
to  illustrate  principles.  Such  occasional  excursions  into 
economic  history  as  were  suggested  by  the  last  speaker 
leave  no  distinct  impressions  on  the  student  regarding  the 
meaning  and  course  of  that  history,  and  further,  such 
illustrations  taken  out  of  their  proper  setting  are  often 
both  inexact  and  misleading. 

The  tendency  toward  priority  of  instruction  in  eco¬ 
nomic  history,  it  seems  to  the  present  speaker,  has 
become  quite  marked  during  the  last  eight  or  ten  years, 
in  both  large  and  small  institutions,  and  in  both  east  and 
west.  I  believe  it  is  a  tendency  in  the  right  direction 
and  one  to  be  stimulated. 
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After  the  study  of  the  principles  of  political  economy, 
thus  preceded  by  economic  history,  the  student  comes 
naturally  to  the  contemplation  of  present  economic  prob¬ 
lems  and  reforms,  and  later  to  the  history  of  economic 
theory  in  connection  with  the  intensive  study  of  economic 
history.  Here,  and  still  more  in  graduate  work,  is  the 
proper  place  for  that  exhaustive  and  intensive  examina¬ 
tion  of  economic  periods  advocated  by  the  last  speaker. 
Save  in  very  rare  instances  such  study  of  economic  his¬ 
tory  as  he  has  in  mind  does  not  seem  fitted  to,  or  to  fit 
into,  the  early  stages  of  the  study  of  political  economy. 

Dr.  James  Schonler  :  As  far  as  I  have  written  history 
I  have  tried  to  bring  out,  suggestively  at  least,  the  eco¬ 
nomic  life  so  far  as  it  could  properly  be  discovered.  We 
must  admit  that  the  study  of  former  ages  in  an  eco¬ 
nomic  light  aids  us  immensely  for  the  present.  Con¬ 
sider,  for  instance,  in  the  case  of  our  own  country,  what 
new  industrial  conditions  have  developed  from  the  in¬ 
vention  of  the  cotton  gin,  the  application  of  steam  to 
locomotion,  and  the  discovery  of  gold  in  California. 
The  prophetic  promise  us  at  this  very  day  a  redistribu¬ 
tion  of  our  vast  population  as  the  result  of  our  new 
practical  appliance  of  electricity.  The  first  aim  of  eco¬ 
nomic  study  should  be,  of  course,  a  solution  of  the 
great  problems  of  our  present  life ;  yet  we  may  derive 
much  secondary  help  from  a  knowledge  of  our  eco¬ 
nomic  history  and  the  facts  of  past  experience. 

Professor  J.  M.  Vincent :  I  find  myself  incidentally 
defined  in  this  discussion  as  an  administrator  of  antidotes. 
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I  accept  the  definition  willingly  because  I  find  that  stu¬ 
dents  of  economics  often  need  an  antidote  of  history. 
This  fact  comes  out  occasionally  at  a  point  so  late  in  a 
man’s  career  as  his  doctor’s  examination,  when  he  fails 
to  know  the  elementary  history  of  factors  in  his  own 
specialty.  This  is  not  the  fault  of  his  instructors  in 
economics.  The  student  has  been  so  occupied  with  the 
present  theory  that  he  neglects  the  historical  develop¬ 
ment.  I  do  not  teach  economic  theory,  but  I  am  obliged 
to  observe  its  presence  at  all  points  in  history,  for  na¬ 
tions  and  communities  live  and  act  according  to  some 
theory,  whether  they  are  conscious  of  it  or  not.  I  am 
greatly  indebted  to  economists  for  instruction  in  method, 
for  their  rules  for  the  observation  of  the  present  afford 
many  hints  for  the  study  of  the  past.  Yet  I  believe  that 
history  lies  at  the  bottom  of  an  intelligent  understanding 
of  existing  institutions,  whether  political,  social  or 
economic. 

As  to  the  question  immediately  under  discussion,  I 
have  little  to  offer,  for  the  courses  which  I  conduct  in 
economic  history  are  for  graduate  students.  This  work 
goes  forward  without  regard  to  what  is  being  done  in  the 
department  of  economics,  except  that  I  stop  at  what  may 
be  called  the  beginning  of  the  present.  I  deliver  the 
young  men  safely  into  the  hands  of  Adam  Smith.  The 
teachers  of  the  history  of  theory  do  the  rest. 

As  to  method,  I  am  convinced  that  political  history 
and  economic  history  should  be  conducted  on  parallel 
lines.  This  expands  the  amount  of  matter  to  be  treated  in 
a  given  period  and  may  render  impossible  in  the  time  al- 
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lotted,  the  consideration  of  many  things  of  interest  but 
the  main  currents  of  progress  can  be  traced.  It  would 
be  impossible  thus  to  follow  the  course  of  history  in  a 
solid  mass  from  beginning  to  end,  but  cross  sections  may 
be  made  at  suitable  points.  The  conditions  visible  at 
these  points  should  be  attentively  studied,  looking  back¬ 
ward  to  see  what  progress  has  been  made,  and  forward 
to  observe  tendencies  at  work.  A  synoptical  view  of 
political,  social  and  economic  progress  may  thus  be  ob¬ 
tained,  to  the  better  understanding  of  each  of  these 
factors. 

Professor  W.  A.  Scott :  I  think  Professor  Gardner’s 
view  is  the  correct  one.  The  objections  to  his  plan 
which  Professor  Seager  raises  do  not  seem  to  me  to  be 
valid.  A  general  course  in  economic  history  need  not 
be  any  more  misleading  than  an  intensive  course  on  some 
one  period.  Either  may  be  misleading  if  it  is  improp¬ 
erly  presented,  but,  properly  presented,  neither  need  be. 
Professor  Seager  also  seems  to  overlook  the  fact  that  only 
a  general  course  can  furnish  the  student  with  the  infor¬ 
mation  needed  for  testing  the  validity  and  estimating  the 
value  and  limitations  of  many  of  the  theories  with  which 
he  has  to  deal  in  the  study  of  political  economy.  Theo¬ 
ries,  for  example,  like  those  of  Henry  George  and  the 
socialists,  which  attempt  to  explain  the  evolution  of 
economic  life,  can  be  properly  criticised  and  tested  only 
by  those  who  are  familiar  with  the  actual  facts  of  the 


case. 
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Some  Results  op  an  Inquiry  on  Taxation  in 

M  ASS  ACHUSETTS. 

ABSTRACT  OP  PAPER  BY  PROFESSOR  P.  W.  TAUSStG,  HARVARD  UNIVERSITY. 

The  object  of  this  paper  is  not  to  discuss  theories  or 
remedies  but  to  present  some  facts  about  the  working  of 
taxation  in  Massachusetts.  In  1896  a  commission  was 
appointed  of  which  I  was  a  member,  and  charged  with  the 
duty  of  collecting  facts  and  making  recommendations. 
The  facts  which  it  was  most  difficult  to  ascertain  were 
as  to  the  nature  of  the  personal  property  assessed  for 
taxation,  and  more  especially  as  to  the  amount  of  the 
taxed  stocks,  bonds,  and  other  intangible  personalty, 
as  compared  with  the  stock  in  trade,  machinery,  cattle, 
and  other  tangible  personal  property.  On  this  subject 
the  Commission  was  able  to  gather  new  and  surprising 
information.  In  considering  this  information,  however, 
it  must  be  borne  in  mind  that  a  considerable  amount  of 
intangible  personal  property  {i.  e.,  securities  and  the 
like)  is  not  taxable  by  local  bodies  in  Massachusetts. 
All  stocks  in  Massachusetts  corporations  are  taxable  to 
the  corporation  by  the  state,  and  the  individual  owners 
are  not  subject  to  local  taxation  at  all.  Mortgages  on 
Massachusetts  real  estate  are  virtually  exempt  from 
taxation ;  and  savings  bank  deposits  are  taxed  by  the 
state  at  a  special  moderate  rate.  But  all  shares  in  for¬ 
eign  corporations,  all  mortgages  on  foreign  realty,  all 
bonds  of  corporations,  states  and  cities,  all  “  monies  at 
interest,”  are  taxable  to  the  owner  by  the  town  or  city 
authorities ;  and  the  question  was  how  much  of  each  kind 
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of  personal  property  was  actually  reached  by  local  taxa¬ 
tion.  It  was  known  that  of  the  total  property  taxed, 
about  three  quarters  was  real  estate,  and  one  quarter 
was  personal  property,  but  it  was  not  known  how  this 
one  quarter  of  personal  property  was  constituted. 

The  Commission  secured  information,  first,  as  to  the 
cities  of  the  state,  excepting  Boston,  and  secondly,  as 
to  the  towns.  In  the  cities  the  tangible  personalty 
(chiefly  the  stock  in  trade  and  machinery)  was  about 
$130,000,000,  and  the  intangible  about  $65,000,000,  a 
ratio  of  about  two  to  one.  As  to  Boston,  where  about 
$200,000,000  of  personal  property  is  assessed,  no  precise 
information  was  obtainable,  but  it  was  estimated  that 
the  intangible  and  the  tangible  were  each  about  one- 
half  of  the  total.  In  the  country  towns  the  situation 
was  apparently  different.  Here  $84,000,000  of  stocks, 
bonds,  and  securities  (intangible)  were  assessed  against 
$64,000,000  of  tangible.  But  this  excess  of  intangible 
personalty  was  found  to  be  due  to  the  peculiar  situation 
of  a  few  exceptional  towns.  In  18  selected  towns  there 
was  found  to  be  a  great  excess  of  intangible  property ; 
$52,000,000  of  stocks  and  securities  were  assessed  in  these, 
and  only  $3,000,000  of  tangible  personal  property.  In  the 
remaining  304  towns,  however,  it  appeared  that  the  ratio 
was  about  two  to  one,  the  same  as  in  the  cities, — $61,000,- 
000  of  tangible  against  $31,000,000  of  intangible  prop¬ 
erty.  The  few  towns  in  which  there  was  a  large  ac¬ 
cumulation  of  intangible  personal  property  were  the  so- 
called  “  tax-dodging”  towns.  In  these  a  large  number  of 
persons  of  means  had  taken  up  their  residence  and,  even 
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though  they  were  not  assessed  stringently,  added  a 
large  amount  of  intangible  personalty  to  the  tax  valua¬ 
tion  of  the  town.  Hence  in  these  towns  the  amount  of 
personal  property  assessed  was  large,  the  assessments 
low  and  the  tax-rate  low ;  whereas  in  strictly  agricultural 
towns  the  amount  assessed  of  personal  property  was  low, 
the  assessments  stringent  and  the  tax-rate  high. 

The  Commission  also  made  inquiries  about  the  extent 
to  which  sworn  returns  were  handed  in  by  taxpayers. 
The  laws  require  the  handing  in  of  sworn  returns  by 
each  taxpayer,  but  with  no  stringent  penalties  for  fail¬ 
ure  to  hand  in  a  return.  In  32  cities  it  was  ascertained 
that  only  5,075  sworn  statements  were  handed  in, 
although  in  these  cities  there  were  no  less  than  221,000 
taxpayers  assessed  for  property,  and  82,000  assessed  for 
personal  property.  The  great  mass  of  the  property  and 
the  great  majority  of  the  taxpayers  were  assessed,  not  by 
sworn  returns,  but  by  estimate  of  the  assessors,  or 
“doomage.”  The  dooming  process  was  satisfactory 
enough  as  to  real  estate  and  not  unsatisfactory  as  to 
tangible  personal  property,  such  as  machinery  and  stock 
in  trade.  But  it  was  admittedly  uncertain,  unequal,  and 
inefficient  as  to  intangible  personal  property 

The  general  results  of  the  inquiries  of  the  Commission 
were,  first,  that  the  amount  of  tangible  personal  property 
which  was  taxed  exceeded  the  amount  of  the  intangible  ; 
secondly,  that  the  existing  system  of  taxation  in  Massa¬ 
chusetts  led  to  a  concentration  of  taxable  securities  in  the 
“  tax-dodging  ”  towns  ;  and  thirdly,  that  the  taxation  of 
securities  was  a  failure, — unequal,  hap-hazard  in  applica- 
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tion,  unsound  in  principle  and  admittedly  bad  in  its 
practical  working.  This  unsatisfactory  situation  w'as  not 
due  mainly  to  inefficiency,  still  less  to  corruption  on  the 
part  of  the  assessors,  but  to  the  inherent  defect  of  the 
system  itself.  Consequently  the  Commission  proposed  a 
radical  change  of  the  system.  They  proposed  the  com¬ 
plete  abolition  of  all  taxes  on  intangible  personalty,  such 
as  stocks,  bonds  and  securities.  In  substitution  for  them 
they  proposed,  first,  a  general  inheritance  tax  at  the  rate 
of  5  per  cent,  on  estates  exceeding  $10,000;  second, 
a  habitation  tax  on  occupants  of  dwellings  whose  rental 
value  was  over  $400  per  year,  this  tax  being  on  presumed 
or  estimated  incomes  as  indicated  by  the  character  of  the 
dwelling  occupied  by  the  taxpayer.  The  habitation  tax 
was  to  be  at  the  rate  of  ten  per  cent,  on  the  excess  of 
rental  value  over  $400. 


Discussion. — Methods  of  Teaching  Economics. 

LED  BY  PROFESSORS  ARTHUR  T.  HADLF.Y,  YALE  UNIVERSITY,  AND  RICHMOND 
MAYO-SMITH,  COLUMBIA  UNIVERSITY. 

Professor  Hadley  :  We  must  distinguish  between  two 
things :  First,  the  substance,  or  what  we  are  to  teach ; 
and  second,  the  manner,  or  how  we  are  to  teach. 

The  substance  has  been  sufficiently  discussed  under 
the  topic  “  The  Relation  of  the  Teaching  of  Economic 
History  to  the  Teaching  of  Political  Economy.”  The 
manner  divides  itself  into  three  heads,  viz  :  the  reci¬ 
tation,  the  lecture,  and  the  exercise.  For  elementary 
classes  the  recitation  and  exercise  should  be  given  the 
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dominant  place  ;  as  students  advance  the  importance  of 
the  lecture  becomes  more  prominent ;  when  advanced 
teaching  is  reached  the  recitation  may  be  practically 
discontinued  ;  the  lecture  takes  the  all  important  place, 
while  the  exercise  becomes  an  occasional  supplement. 

In  the  beginning  the  student  must  tie  himself  to  a 
text-book.  But  you  will  not  know  whether  the  student 
understands  unless  you  ask  him  questions.  Some  can 
read  a  book  and  remember  without  a  motive  ;  but  such 
students  are  rare.  An  examination  may  serve  as  a  mo¬ 
tive,  but  this  is  generally  too  far  off.  The  quiz  or  daily 
recitation  seems  to  serve  the  purpose  best.  The  ques¬ 
tions  should  not  be  mechanical  but  life  should  be  in¬ 
jected  into  them.  Professor  Sumner  made  great  use  of 
the  written  recitation  for  a  part  of  the  time.  The  ob¬ 
jection  is  that  it  kills  the  instructor.  It  has  all  but 
killed  Professor  Sumner.  In  my  own  elementary  classes, 
I  give  one  lecture  a  week,  then  use  the  other  two  hours 
for  divided  sections  with  old  fashioned  recitations  con¬ 
ducted  by  younger  instructors. 

The  enforcement  of  regularity  is  very  helpful.  The 
mere  attendance  is  a  great  safeguard  ;  for  a  man  must 
absorb  to  some  extent.  In  conclusion  I  would  say,  in¬ 
sist  on  regularity  of  attendance  clear  through.  First 
emphasize  the  recitation,  then  the  lectures,  and  lastly, 
written  papers  or  exercises. 

Professor  Mayo-Smith ;  I  interpreted  the  question 
more  broadly  than  Professor  Hadley.  I  agree  with  him 
fot  the  most  part ;  but  the  sooner  you  can  get  the  stu- 
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dent  out  of  the  book  the  better.  The  living  voice  is 
most  effective.  Compulsory  attendance  is  apt  to  make 
the  instructor  lazy.  It  takes  away  his  responsibility. 

I  believe  that  method  of  teaching  is  best  that  ac¬ 
complishes  what  we  want.  We  want  to  increase  the 
student’s  knowledge  and  leave  him  at  the  end  a  better 
man.  I  ask  myself  two  questions:  First,  what  are  these 
men  here  for?  Second,  what  am  I  here  for?  What  is 
my  object  in  teaching  ?  I  must  comprehend  what  they 
want  or  I  miss  connection.  On  the  other  hand  unless  I 
know  what  I  want  there  will  be  no  system.  Unless  we 
have  these  two  things  in  hand  no  method  is  worth 
anything. 

We  know  in  general  what  the  student  wants.  Most 
of  them  come  into  the  class  expecting  to  have  difficult 
questions  solved.  We  should  grasp  hold  here  and  take 
advantage  of  this  desire  ;  but  we  want  to  give  them 
fundamental  principles  too  in  order  that  they  may  be 
able  to  grapple  with  the  problems  of  the  day. 

Two  things  are  very  useful  to  me.  One  is  an  intro¬ 
duction  in  which  the  gradual  evolution  of  economic 
principles  is  worked  out.  This  is  the  first  important 
thing  to  get  in  a  study  of  economic  institutions.  I  em¬ 
phasize  the  development  of  economic  freedom  and  the 
institution  of  private  property,  but  I  do  not  lay  stress 
on  economic  history.  So  I  satisfy  the  student’s  desire 
for  accurate  knowledge.  Then  I  make  him  see  that 
this  is  not  all  accident,  and  as  a  result  he  views  it  from 
a  higher  standpoint.  The  second  ground  is  ethical. 
Ethics  must  be  considered.  Young  men  and  ladies  may 
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be  too  idealistic  but  we  are  apt  to  be  too  cold.  We  must 
ask  are  these  things  right.  We  may  reach  the  conclu¬ 
sion  that  what  is,  is  right.  What  is  would  not  be  if 
it  were  not  right.  But  we  may  also  reach  the  conclu¬ 
sion  that  what  is,  is  unjust.  Injustice  and  hardship 
will  come  to  some.  Conditions  change  faster  than  we 
can  adapt  ourselves  to  them.  This  is  what  I  teach. 
But  what  are  you  going  to  do  under  these  circumstances, 
they  ask.  It  is  here  that  the  questions  of  socialism  and 
the  like  come  in.  Economic  institutions  have  been  de¬ 
veloped  for  the  good  of  the  community  and  the  indi¬ 
vidual  has  to  undergo  hard.ship  in  certain  cases ;  but 
insurance  and  like  schemes  must  take  care  of  them. 

In  conclusion  I  would  emphasize  that  our  teaching 
should  satisfy  the  student’s  desire  for  knowledge  and 
should  give  him  a  basis  on  which  to  do  further  work. 

Professor  Taussig :  The  problem  of  dealing  with  large 
numbers  of  elementary  students  is  an  exceedingly  diffi¬ 
cult  one,  and  in  Harvard  College  we  have  tried  various 
ways  of  solving  it.  The  ideal  method  would  be  that  of 
close  discussion  by  competent  teachers  with  classes  or 
sections  of  moderate  size.  But  where  you  have  the  most 
competent  teachers  you  commonly  have  large  numbers. 
Our  present  plan,  which  seems  to  work  well,  is  to  lecture 
to  all  the  students  (some  450)  twice  a  week,  the  lectures 
being  chiefly  comment  on  a  stated  course  of  reading. 
For  the  third  exercise  in  the  week,  they  are  divided  into 
sections,  twenty  or  so  in  a  section,  under  the  charge  of 
several  assistant  instructors.  At  this  third  hour,  twenty 
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minutes  of  time  are  given  to  answering  a  question  in 
writing ;  the  rest  of  the  hour  is  given  to  discussion. 

It  is  of  educational  advantage  to  put  into  the  hands  of 
students  a  solid  book,  which  in  our  subject  must  be  a 
hard  book.  It  is  because  of  its  educational  value,  and 
because  it  prevents  any  delusions  as  to  economic  ques¬ 
tions  being  easy  of  solution  that  we  still  begin  our  in¬ 
struction  by  using  Mill. 

Professor  F.  C.  Clark  :  The  first  thing  necessary  in  a 
discussion  of  this  kind  is  to  describe  the  class  of  students 
to  whom  the  methods  are  applied.  This  has  not  been 
done  to-day,  either  in  the  discussion  on  economic  history 
this  morning  or  in  the  present  discu.ssion.  We  cannot 
come  together  and  compare  methocls  accurately  unless 
we  at  least  define  the  grade  and  preparatory  equipment 
of  the  students  taking  the  work. 

At  the  Ohio  State  University  the  majority  of  the  stu¬ 
dents  that  take  elementary  economics  as  a  required  study 
take  it  in  their  sophomore  year,  having  had  little  pre¬ 
vious  training  in  history  and  no  previous  training  in 
economics.  These  students  are  first  treated  to  a  few  in¬ 
troductory  lectures  on  the  growth  and  development  of 
the  science,  and  are  made  acquainted  with  the  lives 
and  writings  of  the  more  prominent  economists,  past 
and  present.  Then  the  text-book  (Walker’s  Advanced 
Course)  is  taken  as  a  guide,  and  reliance  is  placed  on 
the  following  expedients  as  supplementary  work  to  give 
breadth  of  view  and  laboratory  practice  : 

(a)  Parallel  readings  in  other  authors  to  acquire 
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familiarity  with  “  the  sources”  as  the  historians  near  by 
would  say ; 

(b)  Economic  problems  to  be  solved  in  connection 
with  text-lesson,  and  the  answers  to  be  incorporated  in  a 
well  kept  note-book  ; 

(c)  Easy  investigation  into  business  life,  labor,  etc., 
involving  a  search  for  practical  illustrations  of  princi¬ 
ples  ;  (students  are  especially  fortunate  in  Columbus  in 
having  an  agricultural  and  an  engineering  department 
attached  to  the  University  and  a  large  city  as  a  labora¬ 
tory  besides.) 

(d)  A  daily  black-board  bulletin  furnished  by  each 
student  in  turn  and  read  at  the  opening  of  the  session. 
The  purpose  of  this  is  to  stimulate  the  reading  of  busi¬ 
ness  (trade  and  financial)  literature  and  to  keep  the  stu¬ 
dent  in  touch  with  the  real  world  every  day. 

(e)  A  question  box  wherein  are  placed  all  questions 
on  any  subject  gone  over.  It  is  impossible  with  a  large 
class  to  make  all  points  clear  to  all.  By  the  question- 
box  method  the  teacher  learns  what  points  are  not 
understood  and  can  either  explain  the  subject  over  again 
to  the  class  or  appoint  a  meeting  with  the  inquiring 
student.  In  this  way  all  the  points  and  all  the  students 
are  kept  rounded  up.”  The  conditioning  of  students 
is  thus  minimized. 

The  text-lesson  is  usually  accompanied  by  brief,  criti¬ 
cal  lectures  on  the  subject  in  hand  ;  sometimes  antici¬ 
pating  the  succeeding  lesson.  These  and  other  features 
are  adopted  in  the  work  which  continues  for  twelve 
weeks. 
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The  remaining  six  weeks  of  the  semester  are  devoted 
to  practical  applications  of  economic  principles.  The 
method  pursued  here  is  wholly  different.  Walker  is 
abandoned.  We  construct  our  own  set  of  topics  and 
assign  one  to  each  student  in  advance.  Research  is 
made  in  the  library,  and  a  fifteen  minute  paper  ac¬ 
companied  by  a  complete  bibliography  is  presented  by 
the  student  and  read  by  him  before  the  class.  Each 
member  is  required  to  prepare  and  deliver — when  called 
upon — a  three  minute  speech  on  the  topics  of  the  day, 
or  he  may  criticize  extempore  the  paper  read.  The 
“  wind”  is  kept  out  of  such  speeches  by  requiring  a  cita¬ 
tion  of  authorities  for  opinions  expressed. 

It  is  remarkable  how  much  original  material  can  be 
mined  among  sixty  students  by  this  method.  They 
come  from  all  parts  of  the  state  and  bring  together  a 
great  many  valuable  observations.  The  results  have 
been  eminently  satisfactory  from  all  points  of  view. 

Such  in  brief  constitutes  the  method  of  teaching 
elementary  economics  at  the  State  University.  There 
are  unique  methodological  features  in  the  advanced 
courses  but  time  will  not  pennit  mention  of  them  here. 

Discussion. — The  Problem  of  the  Reform  of  the 
Currency. 

LED  BY  PROFESSOR  P,  W.  TAUSSIG  AND  MR.  HORACE  WHITE. 

Professor  Taussig :  I  shall  endeavor  to  do  no  more 
than  to  make  a  statement  of  the  proposals  made  by 
Secretary  Gage  in  his  annual  report,  and  to  consider 
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how  far  the  changes  there  suggested  would  lead  to  im¬ 
portant  modifications  in  the  currency  situation.  In 
doing  so,  I  shall  confine  myself  to  the  proposed  changes 
in  the  paper  money  issues,  and  shall  say  nothing  about 
the  basis  upon  which  those  issues  shall  rest.  For  the 
purposes  of  the  present  discussion,  we  may  assume  that 
the  currency  is  to  rest  on  a  gold  basis,  and  need  not  en¬ 
ter  on  the  controversy  as  to  bimetallism. 

Three  important  proposals  are  made  in  the  report. 
First,  for  an  issue  of  new  2^  bonds  in  exchange  for 
the  present  4  and  5  ^  bonds ;  second,  new  terms  for 
the  issue  of  national  bank  notes ;  third,  an  important 
reorganization  of  the  Treasury  Department.  I  shall 
consider  these  in  their  order. 

(i).  New  bonds  are  to  be  issued  in  exchange 

for  the  outstanding  4  %  and  5  ^/o  bonds,  with  an  equita¬ 
ble  allowance  for  the  difference  in  interest.  The  new 
bonds  are  to  be  payable  after  ten  years,  at  the  pleasure 
of  the  government ;  that  is,  are  to  be  insured  against 
redemption  for  a  decade,  and  thereafter  to  be  payable  at 
the  pleasure  of  the  government.  They  are  to  be  pay¬ 
able,  principal  and  interest,  in  gold  coin.  The  ex¬ 
change  for  the  4  ^/o  and  5  ^  bonds  is  expected  to  cause 
neither  loss  nor  gain  to  the  government  nor  to  the 
present  holders.  Secretary  Gage  also  contemplates  the 
possibility  of  an  issue  of  additional  2  %  bonds  over 

and  above  those  to  be  exchanged  for  other  bonds  now 
outstanding  and  bearing  a  higher  rate  of  interest ;  but, 
as  will  presently  appear,  the  issue  of  such  additional  se¬ 
curities  is  no  necessary  part  of  the  changes  contem¬ 
plated  by  him. 
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(2).  The  proposed  changes  affecting  the  national  banks 
are  three  in  number.  First,  in  places  having  a  popu¬ 
lation  of  2,000  or  less  banks  with  a  capital  of  not  less 
than  $25,000  may  be  organized.  Second,  the  rate  of 
taxation  on  national  bank  notes  is  to  be  reduced  to  one- 
half  of  per  cent,  per  annum.  Third,  certain  important 
conditions  of  new  issue  are  proposed. 

The  banks  are  expected  to  make  issues  against  the 
security  of  the  new  2  ^  %  bonds.  These  bonds,  how¬ 
ever,  are  not  to  be  purchased  directly  by  the  banks,  but 
are  to  be  obtained  through  the  intervention  of  the  Sec¬ 
retary  of  the  Treasury.  The  banks  are  expected  simply 
to  deposit  in  the  hands  of  the  Secretary  of  the  Treasury 
currency — greenbacks,  treasury  notes,  or  silver  certifi¬ 
cates — up  to  a  total  of  $200,000,000.  The  Secretary 
is  then  at  his  convenience  to  substitute  2}4%  bonds  for 
this  amount  of  currency.  Apparently  it  will  be  left  to 
his  discretion  to  procure  these  2 %  bonds,  either  by 
exchange  for  outstanding  bonds,  or  by  fresh  issues. 
When  he  has  substituted  the  bonds,  <?.,  virtually  pur¬ 
chased  them,  with  the  currency  deposited  by  the  banks, 
that  currency  is  to  remain  in  the  possession  of  the 
Treasury,  as  will  presently  be  described.  During  the 
time  intervening  between  the  deposit  of  currency  and 
the  procurement  of  bonds,  the  circulating  notes  of  the 
banks  are  to  be  exempt  from  taxation.  By  this  some¬ 
what  circuitous  process  a  large,  fresh  deposit  of  United 
States  bonds  by  national  banks  as  security  for  circula¬ 
tion  is  to  be  brought  about. 

This  initial  step  of  the  deposit  of  bonds  having  been 
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accomplished,  the  issue  of  notes  is  to  take  place  under 
conditions  similar  in  the  main  to  those  now  provided, 
but  with  some  important  modifications.  Notes  may  be 
issued  up  to  the  par  value  of  the  new  bonds  instead  of 
up  to  ninety  per  cent,  as  the  law  now  provides.  Further, 
if  the  bank  has  deposited  bonds  up  to  fifty  per  cent,  of  its 
capital,  then  it  may  issue  additioual  notes  up  to  twenty- 
five  per  cent,  of  such  deposit,  {i.  e.,  up  to  a  minimum  of 
twelve  and  one-half  per  cent,  and  a  maximum  of  twenty- 
five  per  cent,  on  its  capital).  These  additional  notes  are 
not  to  be  secured  by  auy  pledge  of  bonds,  but  issued 
against  assets  of  the  bank.  The  government  is  neverthe¬ 
less  to  guarantee  the  payment  of  these  additional  notes,  as 
well  as  of  the  notes  secured  by  bonds ;  but,  to  protect  itself 
against  any  loss  possible  on  this  guarantee,  a  tax  of  two  per 
cent,  per  annum  is  to  be  levied  against  the  unsecured  cir¬ 
culation,  the  proceeds  constituting  a  safety  fund  for  the 
payment  of  the  notes  of  failed  banks.  In  addition,  the 
government  in  case  of  failure  is  to  have  a  first  lien  upon 
all  assets.  So  far,  the  terms  of  issue  are  made  somewhat 
more  liberal.  On  the  other  hand  the  banks  are  to  be 
required  to  keep  a  redemption  fund  of  ten  per  cent,  of 
the  amount  of  their  notes,  instead  of  the  present  five  per 
cent. ;  and  further,  no  notes  of  a  denomination  less  than 
ten  dollars  are  to  be  permitted. 

(3.)  For  the  reorganization  of  the  Treasury,  Secretary 
Gage  proposes  the  establishment  of  a  separate  depart¬ 
ment  to  be  known  as  the  “  Issue  and  Redemption  Di¬ 
vision.”  This  Division  is  to  receive  $125,000,000  in 
gold  from  the  general  funds  of  the  Treasury.  It  is  to 
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receive  also  silver  dollars  and  silver  bullion  held  against 
the  certificates  and  treasury  notes  issued  under  the  acts 
of  1878  and  1890.  So  far  as  the  gold  is  concerned,  the 
new  Division  is  henceforth  to  pay  legal  tender  notes  in 
gold  on  demand,  and  thereafter  to  impound  and  hold  the 
redeemed  notes,  paying  them  out  only  on  a  re-deposit  of 
gold.  In  other  words,  it  is  automatically  to  exchange 
notes  for  gold  and  gold  for  notes,  as  the  Issue  Department 
of  the  Bank  of  England  does.  Furthermore  the  Division 
is  to  hold  not  only  such  notes  as  have  been  redeemed  in 
gold,  but  also  an  additional  sum  of  $200,000,000 
in  legal  tender  notes.  This  huge  sum  of  legal  tender 
notes  is  to  be  obtained  from  the  currency  deposits 
expected  from  the  national  banks,  as  described  under 
the  second  head.  The  banks,  it  is  true,  are  to  be  al¬ 
lowed  to  deposit  any  and  every  form  of  currency, — legal 
tenders  or  silver, — as  a  means  of  .securing  their  bonds 
from  the  Secretary  ;  but  the  Secretary  is  expected  to  ex¬ 
change  whatever  form  of  currency  thus  comes  into  his 
hands  for  legal  tender  notes,  and  then  transfer  these  legal 
tender  notes  to  the  new  Issue  and  Redemption  Division. 
Elsewhere  Secretary  Gage  describes  this  as  the  “  condi¬ 
tional  retirement  ”  of  the  sum  of  $200,000,000  of  legal 
tender  paper. 

So  much  in  explanation  of  the  plan :  a  few  words 
now  in  comment  upon  it. 
ii  The  establishment  of  the  Issue  and  Redemption  Di- 

j  vision  is  unquestionably  imperative  so  long  as  the 

k  government  continues  to  issue  legal  tender  paper.  The 
present  situation,  in  which  there  is  no  separate  fund  of 

i _ 
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specie  for  the  redemption  of  the  paper,  is  untenable. 
The  so-called  “  gold  reserve”  has  now  no  legal  existence, 
and  the  stability  of  the  circulating  medium  is  dependent 
upon  the  accidents  of  a  fluctuating  revenue  aud  on  the 
unhampered  discretion  of  the  Secretary.  On  the 
other  hand,  the  question  at  once  presents  itself,  whether 
notes  which  have  been  paid  in  gold,  and  which  under  this 
plan  are  to  be  “  conditionally  retired,”  should  not  be 
destroyed  and  put  an  end  to  once  for  all.  It  is  obvious 
that  if  these  proposed  changes  are  carried  out,  the  new 
Issue  and  Redemption  Division  will  hold,  locked  up  in 
its  coffers,  at  least  $200,000,000  of  notes  and  probably 
more,  which  will  be  counted  upon  the  Treasury  accounts 
as  cash  and  which  will  present  to  Congress  and  to  the 
public  the  spectacle  of  a  huge  accumulation  of  money, 
available  for  any  desired  expenditure  and  presenting  a 
constant  temptation  both  to  extravagance  and  to  infla¬ 
tion  of  the  currency.  The  political  dangers  of  such  a 
situation,  and  the  difficulty  of  preventing  legislation 
which  will  destroy  the  beneficial  effects  of  the  proposed 
plan,  suggest  themselves  at  once. 

It  is  obvious,  however,  that  the  practical  working  of 
the  plan,  so  far  as  the  conditional  retirement  of  the 
$200,000,000  of  legal  tender  notes  is  concerned,  depends 
upon  the  extent  to  which  the  national  banks  will  avail 
themselves  of  the  new  opportunities  offered  them.  If 
the  banks  find  the  new  arrangement  tempting,  the 
operation  may  take  place  on  a  considerable  scale ;  if 
not,  the  only  important  change  for  the  Treasury, — this 
to  be  sure  is  one  of  great  importance, — will  be  the  trans- 
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fer  of  $125,000,000  of  gold  from  the  general  funds  to  the 
Issue  Division.  Now  it  seems  to  me  questionable 
whether  the  new  terms  of  issue  offered  to  the  banks  will 
tempt  them  to  any  great  extent.  It  is  true  that  a  bank 
will  be  able  to  buy  2  ^  ^  bonds  at  par,  or  very 
nearly  at  par,  will  be  able  to  issue  notes  up  to  the  par 
value  of  the  bond,  and  will  be  subject  to  a  tax  of  only 
one-half  of  i  %.  But  it  will  still  have  to  lock  up  in  a 
2^%  security  whatever  part  of  its  capital  it  uses  for 
the  purposes  of  issuing  notes.  Further,  it  will  have  to 
keep  a  redemption  fund  of  ten  per  cent,  instead  of  five 
per  cent.  The  privilege  of  issuing  notes  against 
assets  without  bond  security  is  so  limited  that  it 
must  seem  doubtful  whether  anything  will  come  of  it. 
Before  availing  itself  of  this  new  privilege  a  bank  must 
invest  half  of  its  capital  in  zYzfo  bonds,  and  the 
maximum  of  its  unsecured  issue  is  only  one  fourth  of 
its  capital.  Further,  the  unsecured  issue  is  subject  to 
the  very  heavy  tax  of  two  per  cent,  a  year.  Apparently 
the  provisions  about  the  issue  of  notes  against  assets  are 
designed  to  enable  a  new  supply  of  currency  to  appear  in 
times  of  panic  and  crises,  rather  than  to  promote  the  ex¬ 
tension  of  the  national  banking  system  into  outlying  ag¬ 
ricultural  districts.  This  greater  permeation  of  the  na¬ 
tional  bank  system  is  provided  for  only  by  the  permission 
to  establish  banks  with  a  capital  of  $25,000  in  places  of 
small  population.  It  is  to  be  noted  that  Secretary  Gage 
does  not  propose  to  authorize  the  establishment  of  branch 
banks  in  small  places.  On  the  whole,  while  it  is  possible 
that  some  banks  of  large  capital  will  avail  themselves 
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of  the  new  opportunities  for  note  issue,  it  is  doubtful 
whether  this. will  be  done  to  any  great  extent  and  still 
more  doubtful  whether  it  will  promote  greatly  a  spread 
of  the  national  banking  system  in  those  parts  of  the 
country  which  most  urgently  need  additional  banking 
facilities. 

In  judging  of  these  recommendations,  however,  it 
must  be  borne  in  mind  that  the  Secretary  himself  pre¬ 
sents  them  not  as  a  final  measure  but  in  his  own  lan¬ 
guage,  “  as  tentative  steps  in  the  direction  which,  con¬ 
sistently  pursued,  will  lead  to  conditions  ultimately 
desirable.”  The  tone  and  temper  of  the  report,  its 
measured  statement  of  the  difficulties  of  the  situation, 
its  well  guarded  and  carefully  considered  proposals  for 
important  changes,  deserve  the  highest  commendation. 

Mr.  Horace  White :  Five  years  ago  I  was  honored 
with  an  invitation  to  address  the  Academy  of  Political 
and  Social  Science,  at  Philadelphia,  on  some  branch  of 
the  money  question.  I  took  for  my  text  the  subject  of 
national  and  state  banks,  and  endeavored  to  show  that  it 
was  possible  to  have  a  currency  more  flexible,  more  easi¬ 
ly  available,  far  less  costly,  and  much  less  dangerous 
than  silver,  by  amending  the  national  banking  law  in  a 
few  particulars.  These  amendments  would  look  to  the 
issue  of  bank  notes  under  federal  supervision,  based  on 
the  assets  of  the  banks  instead  of  government  bonds,  and 
to  a  tax  on  all  bank  notes  outstanding  for  the  accumula¬ 
tion  of  a  common  fund  to  redeem  the  notes  of  any  failed 
bank. 
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The  proposed  system  already  existed  on  our  northern 
border,  but  the  Canadians  did  not  exactly  invent  it. 
They  merely  took  a  leaf  here  and  there,  from  time  to 
time,  out  of  the  great  book  of  banking  that  the  world 
has  been  compiling  for  centuries.  The  safety  fund  part 
of  it  was  devised  in  1829,  by  Josiah  Forman,  of  Syracuse, 
N.  Y,,  who  said  that  he  imported  it  from  China.  The 
practice  of  giving  note  holders  a  first  lien  on  the  assets 
of  failed  banks  was  an  American  conception.  It  origi¬ 
nated  in  Connecticut  in  1830.  The  double  liability  of 
stockholders,  which  is  also  an  important  part  of  the  Ca¬ 
nadian  system,  originated  in  England,  and  was  adopted 
in  Canada  in  1835,  and  afterwards  by  several  American 
states.  The  plan  of  making  the  notes  of  a  failed  bank 
draw  interest  in  order  to  prevent  depreciation,  (now  in 
force  in  Canada  with  beneficial  results),  originated  in 
Massachusetts  as  far  back  as  1811.  Where  and  when 
the  regular  examination  of  banks  by  public  officers  be¬ 
gan,  I  do  not  know.  It  was  an  essential  part  of  the 
Louisiana  system  of  1842.  The  right  to  inspect  the 
affairs  of  banks  was  reserved  by  the  Massachusetts  legis¬ 
lature  as  early  as  1784,  but  whether  it  was  exercised 
then,  I  do  not  know. 

When  the  panic  of  1893  came  on,  and  the  struggle 
over  the  repeal  of  the  Sherman  Act  became  bitter,  pre¬ 
saging  the  division  of  parties  on  the  silver  issue  which 
took  place  last  year,  the  need  of  some  decisive  action 
for  currency  reform  became  manifest.  It  was  perceived 
that  if  the  money  standard  were  to  be  the  chief  political 
issue  for  an  indefinite  period,  not  only  would  business  be 
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forever  cringing  under  an  expected  blow,  but  a  time 
must  come  when  the  chapter  of  accidents  would  give 
victory  to  the  supporters  of  a  depreciated  currency. 
Whether  they  would  be  satisfied  with  the  measure  of  de¬ 
preciation  implied  by  the  silver  standard,  or  would  aim 
at  something  lower,  nobody,  not  even  their  own  leaders, 
could  foretell.  These  considerations  led  to  the  action 
taken  by  the  American  Bankers’  Association  at  its  an¬ 
nual  meeting  at  Baltimore,  in  October  1894,  and  to  the 
recommendations  made  by  Secretary  Carlisle  in  his 
annual  report  of  that  year,  which  are  known  to  all  of 
you.  The  plan  of  note  issues  without  bond  security, 
was  embraced  in  both.  Secretary  Carlisle  proposed 
however,  to  require  a  deposit  of  thirty  per  cent, 
of  United  States  legal  tender  notes,  instead  of  one 
hundred  and  ten  or  one  hundred  and  twenty  per 
cent,  of  U.  S.  bonds  as  now,  and  to  rely  upon  the 
assets  of  the  banks  for  the  remainder.  This  was 
followed  by  a  rather  hurried  investigation  of  the  Carlisle 
Plan  by  the  House  Committee  on  Banking  and  Cur¬ 
rency  in  December,  1894.  The  plan  was  approved  and 
a  bill  in  conformity  with  it  was  reported  to  the  House. 
The  majority  against  it  was  not  large,  but  it  failed  to 
pass. 

Since  that  time,  the  subject  has  attracted  an  increas¬ 
ing  amount  of  attention  among  economists  and  has  re¬ 
ceived  the  approval  of  the  greater  number  who  have 
given  public  expression  to  their  views. 

When  I  began  to  consider  this  subject,  I  looked  first 
to  see  what  consequences  would  have  followed  it  under 
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our  national  bank  system  if  there  had  been  no  bond  se¬ 
curity  pledged  for  the  redemption  of  the  notes  of  failed 
banks.  I  examined  all  the  bank  failures  from  1865  to 
1891,  and  followed  the  distribution  of  their  assets  as  far 
as  the  liquidation  had  then  proceeded.  I  found  that  out 
of  a  total  number  of  3677  banks,  there  had  been  164 
failures,  and  that  the  circulating  notes  of  these  banks  at 
the  time  of  their  failure  was  $16,209,160.  The  assets 
of  the  same  banks  realized  $44,606,561,  or  nearly  three 
times  the  amount  of  the  notes.  A  tax  of  one-fourth  of 
one  per  cent,  per  annum  on  all  notes  outstanding  for  the 
purposes  of  a  safety-fund  would  have  yielded  more  than 
the  entire  amount  of  failed  bank  notes. 

That,  however,  is  not  the  end  of  the  argument.  We 
cannot  judge  of  the  future  by  the  past,  if  we  vary  the 
conditions.  Under  present  and  past  conditions,  banks 
are  required  to  lodge  ample  security  with  the  govern¬ 
ment  for  their  circulating  notes.  The  door  to  fraud  is 
closed  in  that  quarter.  Swindling  bankers  may  defraud 
their  depositors,  but  they  cannot  cheat  their  note  holders. 
What  will  happen  if  the  door  to  that  kind  of  fraud  is 
left  open  ?  Will  not  a  new  kind  of  bankers  rush  in  ex¬ 
pressly  to  take  advantage  of  this  open  door  ?  These  are 
pertinent  questions.  If  they  cannot  be  answered,  the 
advocates  of  that  system  of  bank  note  issues  had  best 
hold  their  peace.  The  object  of  this  paper  is  to  make 
some  answer  to  them.  Bear  in  mind  that  we  are  not 
now  dealing  with  occasional  and  ordinary  bank  failures 
like  the  one  which  took  place  in  Philadelphia  the  other 
day.  The  experience  of  the  past  has  shown  that  all 
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such  failures  can  be  taken  care  of,  so  far  as  note  holders 
are  concerned,  by  means  of  a  very  small  annual  tax  on 
note  issues,  a  tax  much  smaller  than  the  present  one,  so 
that  as  regards  this  kind  of  failures,  all  the  assets  might 
have  been  left  for  the  reimbursement  of  depositors. 

As  regards  the  establishment  of  banks,  with  the  intent 
to  swindle  the  public  by  means  of  fraudulent  notes,  it 
may  be  said  that  under  the  Baltimore  plan,  note 
issues  are  restricted  to  fifty  per  cent,  of  the  bank’s 
capital,  except  in  certain  emergencies,  of  which  emer¬ 
gencies  the  Comptroller  of  the  Currency  is  to  be  the 
judge.  The  bona  fide  character  of  a  bank’s  capital  and 
the  means  of  ascertaining  it  have  been  reduced  to  a  sci¬ 
ence  during  the  past  thirty  years. 

It  is  impossible  to  start  a  bank  now,  without  actually 
paying  in  the  money  which  purports  to  be  there.  It 
may  be  spirited  away  afterwards,  but  it  must  be  there  in 
the  beginning.  Moreover  it  must  have  been  contributed 
by  five  persons  and  not  by  any  less  number,  and  these 
five  persons  must  be  of  a  character  and  standing  satis¬ 
factory  to  the  Comptroller  of  the  Currency,  because  he 
is  not  obliged  to  issue  a  certificate  for  a  new  bank  in 
any  case  whatsoever.  The  discretion  has  been  wisely 
left  to  him  to  grant  the  certificate  or  not.  If  he  does 
not  like  the  looks  of  the  new  candidate,  he  simply  with¬ 
holds  the  certificate  and  he  is  not  obliged  to  give  any 
reasons  for  doing  so.  Evidently  this  provision  of  law 
was  adopted  for  the  purpose  of  preventing  shady  charac¬ 
ters  from  starting  banks  under  the  national  system. 
That  certificates  have  been  refused  for  this  reason  is  a 
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fact  within  my  knowledge.  Granted  that  the  Comptrol¬ 
ler  cannot  personally  know  all  the  applicants  for  bank 
charters,  he  has  means  for  finding  out  whether  they 
are  men  of  repute  in  their  respective  communities  and 
he  does  find  out. 

It  is  just  as  easy  to  start  banks  in  order  to  swindle  de¬ 
positors  as  to  swindle  note  holders,  yet  we  know  as  a 
fact,  that  this  is  not  done.  Depositors  are  sometimes 
swindled,  no  doubt,  but  I  do  not  believe  that  the  annals 
of  the  Comptroller’s  office  will  show  one  instance  where 
it  is  fair  to  suppose  that  a  bank  was  founded  and  its 
capital  paid  in,  with  the  intent  to  fail  and  cheat  the  de¬ 
positors.  How  is  this  cheating  to  be  done  ?  Evidently 
by  making  loans  which  the  bank  officers  know  to  be 
bad.  To  do  this  is  to  put  the  bank’s  capital  at  risk. 
All  the  losses  fall  first  on  the  capital,  next  on  the  stock¬ 
holders’  liability.  Only  after  these  are  exhausted,  does 
any  loss  fall  on  depositors  and  general  creditors.  So  we 
are  asked  to  assume  that  people  of  sufficient  repute  to  pass 
muster  at  the  Comptroller’s  office,  are  going  to  put  up 
their  own  money  and  their  personal  liability  for  an  equal 
sum  on  the  chance  of  being  able  to  swindle  the  commu¬ 
nity  out  of  enough  to  compensate  them  for  their  loss, 
and  something  more.  But  that  is  not  the  greatest  risk 
they  incur.  The  state  prison  stares  every  one  in  the 
face  who  sets  out  on  such  a  career,  and  Judge  Lynch 
not  seldom  takes  a  hand  in  the  proceedings. 

I  have  the  very  greatest  respect  for  the  spirit  that 
prompts  opposition  to  any  change  in  the  present  system 
of  securing  bank  notes.  I  insist  however,  that  the  op- 
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position  shall  formulate  its  plan  for  the  currency  of  the 
future.  I  affirm  that  the  present  system  is  inadequate, 
that  it  is  doomed  by  natural  causes;  that  is,  by  the 
eventual  extinction  of  the  national  debt.  Circumstances 
have  occurred  during  the  past  five  or  six  years  to  check 
the  payment  of  the  debt,  but  they  are  only  temporary. 
The  persistent  forces  are  working  the  other  way.  If  it 
be  said  that  sufficient  unto  the  day  is  the  evil  thereof,  I 
reply  that  the  evils  resulting  from  a  disordered  currency 
are  already  upon  us,  that  they  threaten  to  be  greater 
rather  than  less,  and  that  nothing  stands  between  us  and 
financial  chaos  except  the  uncertain  results  of  a  popular 
election. 

It  is  a  question  whether,  under  the  proposed  plan,  the 
government  ought  to  continue  to  guarantee  the  notes. 
Its  present  guarantee  involves  no  risk  because  the  banks 
first  deliver  to  the  government  more  than  the  value  of 
all  the  notes  guaranteed.  I  am  of  the  opinion  that  the 
present  guarantee  should  be  continued,  but  I  appreciate 
the  objections  to  it.  What  is  to  be  said  in  favor  of  it 
is,  that  it  leaves  no  uneasiness  in  the  mind  of  any  per¬ 
son  touching  the  goodness  of  any  note  that  comes  into 
his  hands.  I  would  not  guarantee  the  long  continuance 
of  any  system  which  should  leave  doubts  in  the  public 
mind  as  to  the  solvency  of  bank  note  issues.  I  should 
apprehend  that  the  first  case  of  loss  arising  from  a  failed 
bank  would  be  followed  by  the  upheaval  of  the  system. 
“  But,”  you  say,  “  there  would  be  no  loss.”  Yes,  we  say 
there  would  be  none  in  the  long  run,  because  if  the 
assets  of  the  banks  of  the  United  States  are  not 
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generally  good,  nothing  is  good,  our  business  is  a  sham 
and  the  government  itself  will  fail  financially,  and 
nothing  can  prevent  it.  There  would  be  no  loss  in  the 
long  run,  but  there  might  be  some  loss  unless  there  were 
a  larger  fund  to  draw  upon  than  the  amount  in  the  pro¬ 
posed  safety  fund  at  some  particular  moment ;  that  is, 
until  it  were  replenished  in  regular  course.  Such  loss 
is  most  unlikely.  I  believe  that  it  has  never  happened 
in  Canada.  Although  they  have  had  bank  failures, 
there  has  never  been  a  case  since  the  present  system  was 
adopted,  where  a  note-holder  met  with  even  temporary 
loss.  In  fact  the  notes  of  failed  banks  have  generally 
commanded  a  slight  premium  by  reason  of  the  interest 
which  they  draw.  The  solvent  banks  hoard  them  as  a 
means  of  investing  their  surplus  funds. 

On  the  other  hand  the  argument  against  making  the 
government  responsible  for  bank  liabilities  is  very 
strong.  It  rests  upon  the  same  basis  as  the  argument 
against  the  government’s  liability  for  other  private  un¬ 
dertakings.  It  can  be  justified,  if  at  all,  only  on  the 
ground  that  the  public  are  now  so  accustomed  to  it  that 
more  harm  than  good  will  result  from  abandoning  it. 
It  may  be  said  that  since  national  bank  notes  are  not 
legal  tender,  nobody  need  take  them — hence,  that  the 
government’s  guarantee  will  be  unnecessary.  But  we 
all  know  that  people  will  take  what  is  current  at  a  par¬ 
ticular  time  and  place  and  that  wage  workers  are  often 
so  circumstanced  that  they  could  not  refuse  the  kind  of 
money  tendered  to  them,  even  if  they  had  sufficient  in¬ 
telligence  to  discriminate. 
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An  essential  part  of  the  plan  under  consideration  is 
that  note  holders  should  have  the  first  lien  on  the  assets 
of  failed  banks.  This  is  now  a  settled  principle  in 
banking  science.  It  results  logically  from  governmental 
control  over  banking.  When  the  government  intervenes 
between  the  bank  and  its  customers,  (as  it  does  more  or 
less  in  all  civilized  countries),  it  does  so  in  order  to  pro¬ 
tect  the  latter.  It  may  therefore,  extend  more  or  less 
protection  to  different  classes  of  customers.  It  ought  to 
extend  most  to  those  least  able  to  protect  themselves. 
These  are  the  note-holders  who  are  the  more  helpless 
and  less  informed  portion  of  the  community.  The  pro¬ 
priety  of  giving  them  a  prior  lien  on  the  assets  was  first 
recognized  in  Connecticut  in  1830,  but  it  was  first 
limited  to  the  holders  of  notes  of  less  denomination 
than  one  hundred  (#100)  dollars.  In  other  words,  the 
design  was  to  protect  the  poor — and  that  was  manifestly 
right. 

We  may  assume  that  this  principle  is  too  firmly  rooted 
in  the  United  States  to  be  disturbed.  Yet  we  hear  pro¬ 
tests  now  and  then  from  the  depositors  against  this  dis¬ 
crimination  in  the  proposed  plan.  They  do  not  perceive 
that  the  same  discrimination  exists  now,  that  the  de¬ 
posited  bonds  are  a  part  of  the  bank’s  capital  and  that 
these  are  set  aside  for  the  note  holders  first,  only  the 
overplus  going  to  the  other  creditors.  If  the  bond  se¬ 
curity  did  not  exist,  the  bank  would  have  just  so  much 
more  capital  in  its  own  vaults,  provided  it  were  not  lost 
in  the  meantime  by  bad  banking.  Five  per  cent,  of 
the  banking  done  under  the  national  system  is  bad 
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banking,  or  sufficiently  bad  to  result  in  failure.  This 
is  shown  by  the  experience  of  thirty-two  years.  As  to 
ninety-five  per  cent,  therefore,  it  can  be  proved  that  if 
the  portion  of  capital  represented  by  government  bonds 
had  been  in  their  own  vaults  all  the  time,  it  would  have 
remained  intact  and  available  for  all  purposes.  So  it 
appears  that  the  complaint  of  the  depositor  class  against 
unjust  discrimination  in  favor  of  note  holders  has  very 
little  ground  to  rest  upon.  Yet  it  is  said  that  there  are 
other  banks  not  under  the  national  system  as  well  as 
trust  companies,  which  receive  deposits,  and  since  these 
have  no  note  liabilities  and  hence  no  prior  liens  on 
assets,  they  may  draw  depositors  from  the  national 
banks.  I  cannot  think  that  this  is  a  serious  danger. 
In  the  first  place  the  large  banks  in  cities  where  deposits 
do  most  abound,  are  not  generally  note  issuing  institu¬ 
tions.  They  do  not  find  any  profit  in  note  issues  at 
present.  Their  note  issues  take  the  form  of  discounts  ; 
that  is,  of  entries  in  the  pass  books  of  their  customers 
authorizing  them  to  draw  checks  on  the  bank  for  certain 
amounts.  These  liabilities  and  also  the  cashier’s  checks, 
take  the  place  which  bank  notes  occupy  in  the  smaller 
towns  and  rural  districts.  Although  different  in  form 
and  size  their  nature  is  the  same. 

It  is  my  opinion  that  the  safety-fund  plan  will  eventual¬ 
ly  be  adopted,  at  first  perhaps  in  modified  form.  This 
belief  is  much  strengthened  by  the  fact  that  Secretary 
Gage’s  plan  embraces  it  in  part.  The  amount  of  notes 
which  the  Secretary  would  allow  to  be  issued  against  gen¬ 
eral  assets  is  only  twenty-five  per  cent,  in  addition  to  the 


128  American  Economic  Association  Hand-Book. 

secured  circulation.  The  principle,  however,  is  the 
same,  and  he  says  in  his  interview  with  the  House  Com¬ 
mittee  on  Banking  and  Currency  that  a  change  from 
the  present  method  of  note  issuing  must  be  made 
gradually.  The  experiment  must  be  tried.  If  found  to 
work  well  it  may  be  broadened. 

Hon.  A.  J.  Warner :  While  I  hold  that  the  money 
question  must  be  considered  as  a  whole  and  not  by  parts, 
I  shall  not  discuss  here  the  silver  question.  Secretary 
Gage’s  plan  virtually  proposes  to  transfer  to  the  banks 
the  issue  and  control  of  all  our  paper  currency. 

First,  what  is  the  public  to  gain  by  taking  up  our 
present  legal  tender  currency  and  substituting  therefor 
the  non-legal  tender  promises  of  banks  to  pay  ?  Or  will 
that  make  the  currency  better? 

But  more  important,  by  what  principle  are  the  banks 
to  be  governed  in  the  supply  of  this  currency  ?  None 
but  their  own  interest. 

As  to  an  elastic  currency,  there  never  was  such  a  cur¬ 
rency  and  never  can  be.  There  is  no  such  relation  between 
the  demand  and  supply  of  a  currency  that  is  limitless 
and  practically  costless,  as  admits  of  automatic  regula¬ 
tion.  An  elastic  currency  is  a  delusion,  and  I  challenge 
anybody  to  point  out  any  law  by  which  such  a  currency 
automatically  expands  and  contracts. 

There  is  no  difference  in  principle  between  basing 
currency  on  debt  and  on  land  except,  perhaps,  that  land 
is  more  limited.  The  principle  of  basing  notes  on  either 
debts  or  land  is  vicious.  It  is  Lawism  ! 
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The  value  of  a  paper  currency  can  be  made  secure 
only  by  due  limitation  of  quantity.  The  important 
thing  is,  due  regulation  of  quantity  rather  than  security 
of  final  payment  of  notes. 

The  only  way  to  maintain  the  gold  standard  in  the 
United  States  is  to  restrict  all  other  forms  of  currency, 
and  keep  prices  so  low  that  gold  will  come  here  of  itself 
and  stay. 

Will  banks  govern  their  issue  of  paper  by  any  such 
principle  ?  No.  They  will  be  governed  by  no  princi¬ 
ple  but  their  own  interest — there  is  no  other  principle  by 
which,  as  a  whole,  they  can  be  governed. 

As  to  repudiation,  let  me  say,  there  are  two  kinds  of 
repudiators ;  those  who  want  to  put  less  on  the  platform 
of  the  scales  and  those  who  tamper  with  the  weights  on 
the  scale  beams.  The  latter  are  the  greater  thieves,  and 
by  this  easy  method  of  changing  the  weights  money  has 
been  doubled  in  value  and  property  generally  cut  down 
one-half  in  twenty-five  years. 

But  the  vital  question  here  is :  How  is  stability  of 
money  and  prices  to  be  secured  under  a  system  of  regu¬ 
lation  such  as  is  proposed  in  this  scheme?  I  should 
]ike  to  have  some  oue  point  it  out.  If  it  has  a  scien¬ 
tific  basis,  it  ought  to  be  shown.  I  say  it  rests  on  no  sci¬ 
entific  principle.  I  am  sure  no  economist  who  has  writ¬ 
ten  since  the  days  of  Ricardo,  McCullough,  Torrens  and 
Overstone,  can  be  pointed  to  as  endorsing  such  a  scheme, 
and  I  do  not  believe  there  is  an  economist  of  distinction 
living  on  either  side  of  the  ocean  who  would  claim  that 
such  a  mode  of  regulating  money  supply  was  scientific 
or  sound,  and  no  enlightened  nation  will  adopt  it. 
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Mr.  White :  Mr.  Warner  asked  the  question  whether 
there  would  be  sufficient  g^old  for  the  purposes  of 
business,  but  he  did  not  give  us  any  standard  of  suf¬ 
ficiency.  Such  a  question  is  not  intelligible.  I  might 
think  that  a  certain  amount  was  sufficient  and  he  might 
not. 

Mr.  Warner:  I  meant  enough  to  maintain  prices  at 
their  former  level. 

Mr.  White  :  Then  it  is  a  matter  of  opinion  whether 
they  are  maintained  at  such  level  or  not,  and  whether 
the  cause  of  price-changes  is  the  supply  of  gold  or  some¬ 
thing  else.  Here  again  we  have  no  standard  of  sufficien¬ 
cy.  Mr.  Warner  says  also  that  there  can  be  no  such 
thing  as  an  elastic  currency.  I  will  tell  what  I  under¬ 
stand  by  that  term.  We  know  that  at  harvest  time  in 
the  grain  growing  states  there  is  a  greater  demand  for 
currency  than  there  is  at  other  times.  My  idea  of  an 
elastic  currency  is  a  currency  that  the  banks  can  issue 
when  it  is  demanded,  in  any  amount  that  may  be  de¬ 
manded  without  waiting  to  import  it  from  other  states 
or  countries  and  without  waiting  to  buy  it  from  the  gov¬ 
ernment  at  the  rate  of  $i.io  or  $1.20  per  dollar.  This 
is  one  illustration  among  many  that  might  be  given. 

Dr.  R.  M.  Breckenridge :  In  connection  with  his 
scheme  for  currency  reform.  Secretary  Gage  proposes 
certain  amendments  to  the  National  Bank  Act.  The 
second  of  these  is  the  suggestion  to  permit  national 
banks  to  be  organized  with  a  minimum  capital  of 
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$2^,000  in  any  place  having  a  population  of  2,000  in¬ 
habitants  or  less,  Mr.  Gage’s  purpose  being  thus  to  pro¬ 
vide  many  communities,  now  deprived  thereof,  with  the 
aid  of  banks  of  issue,  and  to  relieve  them  from  onerous 
rates  of  exchange  and  discount  charges. 

Under  the  national  banking  system,  however,  the 
burden  of  onerous  discount  charges  is  a  grievance  to 
which  not  only  numerous  villages,  but  also  many  cities, 
with  considerable  populations  and  extensive  banking 
facilities,  may  justly  pretend.  Quotations  in  Brad- 
street's  for  forty-three  cities,  not  one  of  which  had  less 
than  25,000  inhabitants  in  1890,  show,  for  example, 
that  while  the  average  lowest  rate  of  discount  quoted 
weekly  for  first  class  double-named  commercial  paper 
has  been  4.04^  in  Boston,  and  4.6^  in  New  York,  it 
has  averaged  5.9^  in  Chicago,  (yfo  in  Richmond  and 
Buffalo,  7^  in  Charleston  and  Minneapolis,  8^  in 
Omaha  and  Houston,  and  in  Denver  and  Seattle  10%, 
during  the  last  four  years,  1893-1896. 

So  great  a  diversity  of  discount  rates  in  the  centers 
for  large  sections  of  the  country  manifestly  points  to 
organic  defects  in  the  present  mechanism  for  distribu¬ 
tion  of  the  capital  available  for  short-term  loans.  Yet 
rates  in  the  small  communities  for  which  Mr.  Gage 
plans  relief,  are  usually  higher  than  in  the  centers  to 
which  they  are  tributary,  and  will  probably  remain 
higher,  though  likely  enough  in  less  degree,  under  any 
system  that  may  be  introduced. 

The  devices  such  as  re-discounting,  borrowing  in  the 
principal  money  markets,  or  sale  of  capital  stock  to  in- 
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vestors  resident  in  wealthier  sections,  to  which  banks, 
where  the  capital  dearth  exists,  resort  for  relief,  have 
proved  incapable  of  overcoming  the  faults  of  the  present 
mechanism.  The  extent  to  which  such  devices  have 
been  used,  permits  no  sanguine  forecast  of  their  efficiency 
in  the  future.  Adequate  relief,  either  for  large  centers 
or  small  towns  and  villages,  may  be  obtained  only  from 
some  more  radical  measure  of  reform  thau  the  one  pro¬ 
posed,  and  this,  it  is  submitted,  must  be  the  establish¬ 
ment  of  some  form  of  branch  banking.  From  one  point 
of  view  the  incentive  for  arranging  a  better  distribution 
of  loanable  capital,  for  effecting  more  nearly  an  equaliza¬ 
tion  of  rates,  has  hitherto  been  absent ;  from  another, 
the  opportunity  is  withheld.  Few  banks  are  willing  to 
delegate  the  management  of  even  a  part  of  their  dis¬ 
count  business,  whatever  the  promised  returns  ;  and  no 
bank  may  open  branches,  for  such  action  is  forbidden 
it  by  law. 

Mr.  Allen  R.  Foote :  About  the  first  of  August,  1893, 
I  had  a  conversation  with  Senator  Jones  of  Nevada,  upon 
the  subject  of  the  repeal  of  the  silver  purchase  law, 
*  for  the  consideration  of  which  an  extra  session  of  Con¬ 
gress  was  about  to  convene.  In  effect  Mr.  Jones  made 
to  me  the  following  statement : 

The  silver  men  did  not  like  the  Sherman  purchase 
act  because  it  made  silver  a  commodity.  We  want  sil¬ 
ver  made  a  standard  primary  money  for  final  redemption. 
We  accepted  the  silver  purchase  bill  in  the  hope  that  the 
course  of  events  would  so  equalize  the  commercial  value 
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of  gold  and  silver  as  to  bring  them  on  a  parity  at  the 
ratio  of  16  to  I.  As  the  matter  now  stands  we  shall  op¬ 
pose  the  repeal  of  the  silver  purchase  bill  until  the  agi¬ 
tation  of  the  subject  has  prepared  the  minds  of  the  peo¬ 
ple  to  make  a  demand  for  the  free  coinage  of  silver  at 
the  ratio  of  16  to  i.  We  will  then  permit  the  silver 
purchase  bill  to  be  repealed.  After  that  bill  has  been 
repealed  we  will  not  permit  any  further  currency  legis¬ 
lation  that  does  not  provide  for  the  free  coinage  of  silver 
at  the  ratio  named. 

The  course  of  events  since  the  repeal  of  the  silver 
purchase  bill  proves  Senator  Jones  to  have  been  correct 
in  his  judgment  of  the  power  of  the  silver  Senators  to 
control  legislation. 

Mr.  Horace  White  has  said  that  the  largest  financial 
institutions  do  not  issue  all  of  the  national  bank  cur¬ 
rency  that  the  present  law  will  permit,  because  they  do 
not  find  it  profitable  to  do  so.  I  hold  in  my  hand  a  copy 
of  the  “  Official  Ballot  ”  issued  by  the  “  Patriots  of 
America  ”  to  be  voted  in  all  lodges  throughout  the 
United  States,  (it  is  said  this  order  has  lodges  in  some 
forty  states,)  on  the  second  Tuesday  in  January,  1898. 
On  the  back  of  this  ballot  with  other  matter,  the  follow¬ 
ing  is  printed : 

“  When  class  interests  are  permitted  to  do  the  thinking 
of  the  people  it  results  in  such  class  interests  utilizing 
legislation  to  enrich  themselves,  ending  in  impoverish¬ 
ing  the  people,  creating  a  restless  and  distressed  citizen¬ 
ship,  and  finally  despotism  to  hold  the  people  in  sub¬ 
jection  ;  and  that  the  only  escape  from  such  a  drift  of 
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affairs  is  by  such  method  as  will  secure  a  majority  ex¬ 
pression  of  opinion  from  all  the  people,  in  which  ex¬ 
pression  the  unselfish  and  disinterested  people  will  out¬ 
number  those  selfishly  interested  in  a  proposed  measure. 
This  is  illustrated  in  a  proposition  now  before  the 
the  American  people : 

“  The  national  bankers  are  now  asking  the  government 
to  retire  the  greenbacks ;  permit  them  to  deposit  govern¬ 
ment  bonds  with  the  U.  S.  Treasurer ;  continue  to  draw 
down  their  interest  on  the  bonds  ;  on  the  security  bonds 
to  draw  from  the  government  national  bank  notes  to 
the  full  face  value  of  the  bouds,  at  a  cost  to  the  bankers 
of  one-half  of  one  per  cent,  interest  per  annum ;  and  in 
the  meantime  to  be  exempt  from  taxation.  Under 
present  law  they  are  borrowing  money  from  the  govern¬ 
ment  at  the  rate  of  one  per  cent,  per  annum,  are  exempt 
from  taxation,  and  propose,  now,  to  draw  to  the  full 
value  of  their  security,  and,  to  reduce  the  rate  of  interest 
to  one-half  of  one  per  cent,  per  annum,  for  money 
which  they  loan  to  you  and  I  at  from  six  to  ten  per 
cent,  per  annum.  It  is  ouly  a  question  of  a  few  decades, 
when,  under  such  a  law  the  property  of  a  nation  will  be 
transferred  to  the  class  thus  benefited.” 

Here  are  two  statements  directly  opposed  to  each 
other.  One,  that  the  largest  financial  institutions  do 
not  issue  the  full  amount  of  national  bank  currency  to 
which  they  are  entitled  under  the  present  law  and  the 
presumption  is  that  they  do  not  do  so,  because  they 
do  not  find  it  profitable.  The  other  statement  is, 
that  under  the  existing  law  national  banks  are 
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permitted  to  borrow  money  at  one  per  cent,  and 
loan  out  at  from  six  to  ten  per  cent.  It  would  ap¬ 
pear  from  this  statement  that  the  issuing  of  national 
bank  notes  is  a  very  profitable  venture,  and  the  pre¬ 
sumption  is  that  since  it  is  profitable  the  opportunity 
should  be  taken  advantage  of  to  the  full  extent  of  the 
limit  allowed.  If  the  people  can  be  properly  educated 
as  to  the  truth  of  one  or  the  other  of  these  statements, 
or  to  know  how  to  find  the  truth  in  the  golden  mean 
between  the  two  extremes,  such  education  will  go  far 
towards  settling  the  currency  question. 


